BUS. ADM, 
LIBRARY 


ESTABLISHED 1839 


APR °9 1949 


The COMMERCIAL and 
FINANCIAL CHRONICLE 


Reg. U. S. Pat. Office 





Volume 169 Number 4798 


New York, N. Y., Thursday, April 28, 1949 


Price 30 Cents a Copy 





Individual Security. Lack of Risk Capital 


Management 
Problem 


By ERNEST T. WEIR* 
Chairman, National Steel Corp. 


Mr. Weir maintains if people 
want economic security they must 
look for it in private enterprise, 
not government action. Scores 
Administration’s proposal of put- 
ting government into industry 


You have often heard it said 
that business sells its goods, but 
fails to sell it- 
self. And you 
know that, 
unfortunately, 
it is all too 
true. This 
failure of 
business is a 
failure of 
management. 
More than 
that it is fail- 
ure not only 
of the men 
whose special 
job is_ sell- 
ing—the sales 
and advertis- 
ing men—but 
of management all up and down 
the line. Every man in this room 
shares in that failure. I cannot 

(Continued on page 28) 


Ernest T. Weir 


*An address by Mr. Weir at 
meeting of the Pittsburgh Chapter 
of the Society for the Advancement 
of Management, Pittsburgh, Pa., 
April 21, 1949. 





See pages 23 to 26 for pictures 
taken at Annual Dinner of Secur- 
ity Traders Association of New 
York, held on April 22. 
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By RICHARD W. COURTS* 
Partner and Head of Courts & Co., Atlanta, Ga. 

Members, New York Stock Exchange 
Commenting on low market prices of common stocks, Southern 
investment banker asserts at no time in history has stock market 
faced such a severe task to provide needed risk capital. Cites 
“Chronicle” figures showing small proportion of common stock in 
new capital financing in last three years, and lays it to forced cor- 
porate retention of earnings and low dividends and high taxes. 
Urges abandonment of capital gains tax and, though expressing 
optimism, warns continued attacks on free enterprise may bring a 

generation that ceases to believe in it. 

Risk capital, venture capital, equity capital may differ in their 


initial uses. They all represent junior capital subject to all the risks 


They all represent ownership of the ; 
So I will refer! anything in this fog that we want to see. 
as sf... 


and hazards of the business. 


business, usually in the form of common stocks. 
to all such® 


capital as risk 
capital. 

The critical 
shortage of 
risk capital is 
borne out by 
the fact that 
common 
stocks of 
sound compa- 
nies are sell- 
ing at sub- 
stantially less 
than book val- 
ues, in many 
cases at and 
below net cur- 
rent assets, 
with no value whatsoever attached 
to physical properties, manage- 
ment and goodwill. The entire 
capitalizations of many companies 
are priced in the public market 
at only two to five times one 
ear’s earnings—this at a time 
business and profits have 
been running at an all-time high. 

The day-to-day trading in com- 
mon stocks provides the market 


(Continued on page 32) 


Richard W. Courts 
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*An address by Mr. Courts be- 
fore the 16th Annual Conference, 
Southeastern Electric Exchange, 
Boca Raton, Fla., April 15, 1949. 








- Confusing 


see anything.” 








EDITORIAL 


As We See It 


Where Shall We Be in 1970? 


When starting on a long journey by automobile no per- 
son in his right senses cuts his study of the road map short 
when he has found where the road he has chosen will take 
him by nightfall. He has a destination in mind which is far 
beyond the end of one day’s journey. He lays out his route 
from the moment he starts until he has reached his pre- 
determined destination. 

It would obviously be infinitely more foolish to map 
the course of our own national affairs in any less thoughtful 
and forward-looking fashion. Yet it appears to us that pre- 
cisely such a policy characterizes much that is planned and 
done in Washington in this day and time. We are well 
aware, of course, that those who are laying out some route 
or other for the nation for some period of time (which they 
probably believe is a long, long time) are and have long 
been bringing just this charge against all those who oppose 
their doings. ‘“‘Planlessness,” they call it, and add the assur- 
ance that they are looking far into the future. 


Yet we submit that exactly the opposite is true. 
What these planners are doing, whether they are aware 
(Continued on page 30) 
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THE NATIONAL CITY BANK 
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Factors in 


Business Outlook 


By WESLEY LINDOW* 
Vice-President, Irving Trust Company, New York 


Bank economist, in stressing foggy atmosphere surrounding busi- 
ness outlook, reviews situation respecting production, employment, 
consumer purchasing power, retail sales, manufacturers’ inventories 
and expenditures on plant and equipment. Foresees no violent 
downward turn in business such as occurred after World War I and 
says tendency has been to over-play bad news. Expresses confi- 
dence our econemic machine can withstand postwar adjustments. 
The Dutch have an old proverb which goes “In a fog, you can 


This seems particularly appropriate in discussing the 
fog obstructing the business outlook at the present time. We can see 


I have no special radar 


pierce this fog. 
I realize that 
economists are 
expected to do 
a certain 
amount of 
crystal-gaz- 
ing, but I am 
dubious that 
the tools we 
have are ade- 
quate for this 
purpose. My 
view is that 
the economist 
can do the 
most good by 
concentrating 
on an analysis of where we have 
been and where we are currently. 
In this work, I believe that the 
most important objective should 
be to maintain a balanced point of 
view. We have a very complex 
(Continued on page 30) 


Wesley Lindow 


*An address by Mr. Lindow be- 
fore the Pittsburgh Control of the 
Controllers Institute of America, 
Pittsburgh, Pa., April 18, 1949. 
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What's Ahead for the Businessman? 


By LEON H. KEYSERLING* 


Vice-Chairman, Ceuncil of Economic Advisers 


Presidential adviser maintains we are holding our own in this “difficult year of transition” and the cur- 

rent- employment and production records spell a bright outlook for 1949. Predicts adequate profits 

shouid and will accompany high business activity. Declares government policies are determined by 
sole motive of furthering maximum employmert, production, and purchasing power. 


Let me try to describe a little bit, in broad outlines, what. I think has been happening 
to our economy this year, and last year, and why-I believe that optimism is well-warranted 


for the rest of 1949 and thereafter. 
imum levels of 
almost every- 
thing. We had 
extremely 
high employ- 
ment, pushing 
against the la- 
bor force, and 
running to 
more than 61 
million em- 
ployed people. 
By the sum- 
mer of the 
year we had 
| demands of all 
kinds _ strain- 
ing against our 
productive re- 
sources, We had very, very high | 
national income in almost every | 
quarter of the economy, and we 
ran our gross national product, 
our output, up above $250 billion 
a year. And with that we had 
what we call an inflationary situ- 
|ation, a rising of prices, wages, 
|and incomes. 
| The significant thing about that 
‘situation in 1948 was this: it was 
|/normal in the sense that it was 
'the natural outgrowth of a war. 
|It was not normal in the sense 
| that it could be maintained in- 
| definitely, and we have to grasp 
'those two concepts: first, that 
/nothing that happened in 1948 was 
| very much to be unexpected, and, 
| in that sense, it was normal. And 
| yet some of the things that hap- 
| pened in 1948 could not be ex- 
pected to go on indefinitely, and 
therefore they were not normal. 
| From that I think we can derive 
| certain conclusions as to the sig- 
| nificance of what is happening in 
1949. Now the things that hap- 
pened in 1948, that could not be 
| expected to go on forever, were 
these: in the first place, we could | 
not expect to have just exactly 
'the same kind of pattern of pro- 


not expect to go on indefinitely, 
was in the price-income structure. 
Now. I am not saying this criti- 
cally at all, and that is what I 
mean when I say it was normal. 
But it was easier in 1948—and I 
am generalizing—to make a very 
high rate of return on a given 
level of activity, which was a high 
level of activity. 
To state it in its simplest terms, 
the reward for industry by and 
fm | large—and I do not think you will 
¥a\misunderstand me — was very, 
Z| very high and rather easy in 1948, 
as it had been in 1947. 
Of course there are exceptions. 
'That was another conseque.ace of 
the fact that the ability to sell in 
1948 did not really depend, as 
much as it does in the long pull, 
'upon the balance between prices 
and incomes, because there were 
many other factors entering into 
the situation, quite aside from 
government expenditures, which I 
will treat separately. 


1948 Demand Backlog 
The other factor entering into 


i Leon H. Keyserling 
i 


war, a very high backlog of de- 
| mand, 


large accumulation well dis- 


of 
of the way the war was financed. 

So that business was not pressed 
as hard in 1948 as it is in more 
normal years, to make the kind of 
|adjustment between prices and 
buying power for the masses of 
consumers generally, 
lenge it as a long-term problem. 


get nearer to a situation where we 
have to abandon what was normal 
'in 1948, but cannot be normal in 
the long pull. And the question 
is: how well have we done that? 
|How well are we doing it? How 
well are we likely to do it? And 


duction and demand in each suc- 
ceeding year that we had in 1948.) what consequences will that have 
‘for our economic future? And I 


| Because then we were re-stocking, | 
|am not embellishing this because 


| we were completing war recon-| 
| version, we were investing a great| aS business people you probably 
know what I am talking about 


deal in the plants and equipment, 
|after the war period, when plants even better than I do. 
‘for peacetime production had. in| J] think thus far the outlook is 
| some respects, become rather im-| optimistic, for this reason—lI will 
| poverished. |try to state two alternative courses 
In that respect we had to expect of development, based upon eco- 
in 1949, or shortly thereafter, a} nomic history, and then indicate 
change in the pattern of produc- | which oi the two I think we are 
| tion and demand which, for long-| more nearly following now. 
'term adjustment, would call for | . 
'a shift somewhat more in the di-| Alternate Adjustments 
rection of a larger output on the| When you come into the kind 
_part of the consumer industries,| of adjustment or transitional pe- 


relative to the heavy industries. |Tiod such as we have in 1949, there 
The second thing that was hap-| are two ways in which it can 
| pening in 1948 that was normal in| operate. One way in which it can 


_ the sense of being only to be ex-| Operate is for levels of employ-| 
| happened. 


but which we could! ment and production to fall rap- 


| pected then, 
|idly relative to price adjustments, 
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| *From transcript of a talk by|and therefore to force price ad- 

Mr. Keyserling at meeting of | justments. The other way for it 
| Modern Industrial Bank, New| to happen is for the price adjust- 
| York City, April 20, 1949. ments in many major areas of 
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CANADIAN INDUSTRIALS 
CANADIAN MINING 
CANADIAN OILS 
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GOODBODY & Co. 


Members N. Y. Stock Exchange and Other Principal Exchanges a 
115 BROADWAY NEW YORK 6, N. Y. 
Telephone BArclay 7-0100 Teletype NY 1-672 


Last year we were operating at what I might call maxi- 


the situation is that we still had, | 
in 1948, as a consequence of the! 


accompanied. by a-° very| 


tributed savings as a by-product 


that chal-! 


Now we come into 1949, and we, 


| fectly. 


'factors, we have come thus far} 


|price-income adjustments that 
|have taken place, a remarkably 
| small decline in employment and) 


buying and selling to run some- 
what ahead of the drop in em- 
ployment and _ production, and 
therefore possibly to take place 
rapidly enough and systematically 
enough to make the drop in em- 
ployment and production on a 
large scale not inevitable, not nec- 
essary, and perhaps not unavoid- 
able. 

Now, recognizing that, we have 
got to have some adjustments in) 
this transition period, and the 
question is which of those two 
courses are we mainly following. 
I am hopeful that thus far, by and 
large, with individual differentia- 
tions. we are following more large- 
ly the second course. I am not 
much of a historian, but I think 
that this is true: that rarely if 
ever, in our recent industrial his- 
tory—taking the economy as a 
whole—have we had decreases in 
employment and production which, 
measured against the high levels 
, from which we started, have been 
as small as in this adjustment pe- | 
| riod thus far related to the size of | 
| price adjustments that have taken 
place. 

To give one single example of 
that, in the agricultural field agri- 
cultural prices have dropped some- 
thing like 18% in a relatively 
short period and I do not think 
we have had a previous commen- 
Surate period where a drop of 
that size in prices has been ac- 
companied by a drop in produc- 
tion and employment as small re- 
lated to the number of people em- 
ployed and the amount of produc- 
tion, as in this period. 

In other words, we are not going 
through 1949 perfectly, and could 
not expect to go through it per- 


Great Gain Over Previous 
Readjustments 


I think that has been a tre- 
mendous gain, partly in conse- 
quence of businessmen’s states- 
manship as contrasted with 
1920-21 and 1929-30, and partly in 


| consequence, too, of government 


policies which were the subject of 
bitter contest at the time of their | 
inception, but which, in the main, 
are largely accepted. 

Now, due to that variety of | 
through 1948 and 1949, with what 
seems to me to be, in terms of the | 


production. 

I might just cite two instances 
of that, the first on employment, | 
which indicates the sensational | 
over-magnification by the news-| 
papers of some of the things that | 
I venture to say that | 
for every 100 or 200 people who 
have noticed the recent figures | 
about the increase in unemploy- | 
ment, there are only five or ten, 


(Continued on page 27) 
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Importance of Hard Work in Securities Selling What U. S. Policies Can 


By THOMAS A, BAXTER* 


Partner, Vance, Sanders & Company, Boston 


Stressing difficulties and pitfalls in securities selling, Mr. Baxter points out serious nature of the invest- 
ment business, and urges salesmen to work hard and make interest and welfare of their clients prime 
motive. Notes change in character and qualifications of securities salesmen since 1929. Upholds 
“canned sales talks” and contends securities business is a profession of highest skill and standards. 


The subject assigned. to me is “The Importance of Hard Work in Selling Securities,” or| 


“Why A Securities Salesman Should Work to Make A Living.” 
In the first place, why shouldn’t he? To be perfectly honest with you young men, I 


have never 
known any- 
body in the 
course of my 
lifetime who, 
not having to 
work for a 
living, ever 
amounted _ to 
anything. For 
some reason, 
which I don’t 
pretend to 
know, the 
great Father 
of us all de- 
creed (or per- 
haps we 
should say 
found out by bitter experience) 


that man, whom he created in His) 


own image, didn’t turn out to be 
worth very much unless he had 
something specific and 
cases constructive to do. 
be that a lot of you know men 
who, in spite of having had a rea- 
sonably good financial back- 
ground to begin with, turned out 
to be pretty good constructive 
citizens, but I am very frank to 
tell you that I don’t. Now mind 


you as I am not talking about all | 


the things which we were given 


but only those things that are | 


commonly called in this world, 
material wealth. In the last an- 
alysis none of us has anything 
that we weren’t given. 
probability none of us is suffi- 
ciently grateful for the things that 
we were given. 

I know men who were given 
the capacity always to be con- 
structive; who are never satis- 
fied with the fait 
who continuously and 
ally try to improve 


even though they themselves do 
not personally have a direct per- 


sonal contact with such circum- 
stances. We like to admire such 
men and I guess it’s right that we 
should, but neither they nor we 


*A lecture by Mr. Baxter, elev- 


enth of a series in a course On| and talk to yourself conscien- 


© 





should overlook the fact that | 


‘those qualities of character were 


given to them: they had nothing | 


this particular issue at that par- 
ticular amount of money. 


Further Europe's Recovery? 


By PAUL REYNAUD* 
Fermer Premier and Finance Minister of France 


Former French Government leader calls on America to further world 

prosperity by private investments. States multilateral rather than 

bilateral trade must be developed in Europe, for which she must 

find more dollars. Asserts indirect aid provided by American tax- 
payers has been logically and efficiently used. 


I have to speak on Europe—Europe, her wounds both visible and 


| invisible, her convalescence, her future and still uncertain recovery. 


' 


| Can one speak of all this without first considering her position in the 
| world of yesterday and the world of today? Once upon a time civili- 





Thomas A. Baxter | 


in most) 
It may | 


And in all | 


accompli, | * 
continu-| 
not only | 
the circumstances in which they | 
themselves live, but the circum- | 
stances that surround them and | 
surround most of their fellow men, | 


whatever to say about it. It is 
perhaps justifiable to say that 
|George Washington was duty 
| bound to live up to his responsi- 
| bilities: “to whom much is given 
from him shall much be ex- 
| pected.” What of Abraham Lin- 
'coln, Alfred E. Smith and literally 
| hundreds of other great Ameri- 
|cans who came from what ap- 
| peared to be nothing yet were 
| possessed of the highest qualities 
| of which mankind is capable. 

| Do you love your fellow man 
in the sense that Abou Ben Ad- 
‘hem loved him? Do you really 
want to do the best that you can 
for him, in the process of making 
a living for yourself? Are you 
going to be a little sick at heart 
when the securities that you have 
| sold to a man of moderate means, 
'turn out to be not as good as you 
| thought they were when you sold 
‘them? Are you going to feel a 
| little queer in the midriff when 
| the stocks that you sold him at 35 
| go down to 20 or worse? Are you 
going to wish that you won’t meet 
him on the street and are you 
prepared to run around the cor- 
‘ner to avoid meeting him, if, as 
'and when these things do happen? 
Do you honestly feel content with 
yourself about the securities that 
you sell clients? Are you thor- 
oughly sold on the honesty, in- 
'tegrity and good judgment of 
your sales manager and of your 
‘house? Are you firmly convinced 
that the sun rises and sets on the 
* * Trust Co. of New York as I 
was when I was your age, and are 
you going to be horribly disap- 
pointed when you discover that 
your idols have mud feet just the 


same asthe rest? Are you sure, 
insofar as any human fallible 
| mind can be sure, that the securi- 
| ties that you sell Widow Jones 
‘for the $3,000 that she is taking 
lout of the savings bank, are go- 
‘ing to do a better job for her 
| than the savings bank will do? If 
| you’re not, brother, go on home 


Serious Nature of Investment 
Business 

| Slowly I began to realize what 
|a serious business this investment 
| business of ours really is. I began 
|to do a little work after supper, 
| within the limits of my meagre 
| Statistical ability. 
| know, men, you can’t be a good 


salesman and a good statistician | 


| too: the occupations are almost 
antipathetic and you have to make 
up your mind reasonably early in 
| your business, which one you are 
|going to be. I personally have 





| 


| a” 

| Do You Want Articles 
Under One Cover? 

| On this page we give an 
additional lecture in the se- 
ries on Investment Salesman- 
ship, sponsored by the Boston 
Investment Club and Boston 
University, transcripts of 





the CHRONICLE. 
lectures appeared on page 4, 
in our issues of March 3, 10, 
24 and 31; April 7, 14 and 21.) 
The Boston Investment Club 
| is anxious to learn the maxi- 
‘mum potential interest for 
copies of a brochure to contain 





Inquiries in that regard 
Douglas H. Bellemore, Chair- 
man, Economics and Finance 
‘Department, Boston Univer- 
sity, Boston, Massachusetts.— 


Editor. 








no love for figures and reason- 
|} ably early in my business life de- 
cided that there was one thing 
that I did want to do, and that I 
hoped I was capable of doing, and 
that was to sell somebody some- 


After all, you! 


which are being published in| 
(Previous | 


all of the respective lectures. | 


should be addressed to Dr. | 


-|rest of the 


|zation was divided by no man’s¢ 
Today | crease from 11 millions in 1800 to 


|land, oceans and deserts. 
an ocean or a desert can be crossed 
between sunrise and sunset. 

| Therefore, the 
'civilizations—the one based on Our 
the 


| other, that of totalitarianism—are 


|respect for human rights... 


in China, throughout the world. 
| Centuries ago, in North Africa, 


in Spain, in France even, the 


in conflict everywhere in Europe, | 





46 millions at that time. 


The European nations, using 


two opposing | only a fraction of their income for 


|their own consumption, applied 
|the balance to increase and de- 


'forces of Christianity and Islam) 


came to blows, but in those days 
|\Islam’s influence did not go 
| beyond the area she had con- 
quered, while today, in every cor- 
ner of the world, communism has 
appeared 
soil like an artesian well which 
flows with more or less force ac- 
cording to conditions prevailing. 


. surging from the! 


So, a country. dreaming today | 


of isolation, immune from contact 
| with the woes of the rest of the 
world, would appear as if she 
were still cloaked in the mists of 
the Middle Ages. 


Miracle of Western Europe 

There are people who think that 
it was perfectly natural that be- 
fore the war, Western Europe, 
with an area less than half that 
'of the United States, almost com- 
pletely devoid of raw materials, 
could support a population about 
twice as large as your own. This 


velop their investments abroad. 


Two Kicks Into the European 
Ant Heap 

Such was the position in Europe. 
Then one nation, which had shown 
remarkable tenacity for work, and 
earned the world’s admiration be- 
cause of its scientific knowledge 
and courage, but animated with 
the ferocious demon of world 
domination, chose to kick over, 
on two occasions, the European 
ant heap, which centuries of pa- 


_tience and efforts had laboriously 


and clevely put together. 

The two world wars have grave- 
ly affected the white man’s pres- 
tige. The second of these has 
caused, besides, a cataclysm which 
has left the globe still shaking 
and throbbing. Already we know 


| that never again shall we see the 
| world of before the war, or the 


was not natural; indeed it was a) 
| fects of the war. It is true that in 


miracle. 

That this miracle could happen 
was due to the fact that in the 
19th Century, Europe was the pro- 
ducing factory of the world. At 
the end of that century, 
Europe’s population was only one- 
itenth of that of all the world, 
‘nine-tenths of all goods that found 
their way to the markets of the 
world, came 
| Europe. 


when | 


from | 
| has 


| Then Europeans began to com-| 


_pete with themselves, 
| built factories in the distant lands 
|of their customers. But what they 


| 


and they | 


| 


Europe of before the war. 


The world’s economic balance 
has been put out of gear by the 
fact that the industrial production 
in the United States has almost 
doubled, while everywhere else, 
and particularly in Europe, it has 
declined seriously through the ef- 


Europe the level of production has 
now passed that prevailing in 
1938, but it is nevertheless not 
sufficient to satisfy the needs of 
countries where populations have 
increased and where it is neces- 
sary that part of the production 


'is used to retore the ruins scat- 
| tered by the war. 


Accordingly, a lack of balance 
arisen between American 
products and that of the rest of 
the world. If the increase of pro- 
duction had been general, its di- 
rect results would have been to 


lost as exporters, they recouped as| aise the standard of living in all 


But, instead, exports 


investors, and at the same time| Countries. 
they provided for the public serv-| from U. S. A. to the rest of the 
ices of the world since shipping, | World have had the immediate ef- 


Investment Salesmanship, spon-| 


sored by Boston University and| ously and put yourself in the 
other fellow’s boots, then decide 


thing. I also realized, based on 
the advice of a dear old sage, then 


the Boston Investment Club, net 


ton, Mass., April 12, 1949. 


whether you would like to be sold 
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President of the Investment 


‘Bankers Association of America, 
| Henry R. Hayes of Stone, Webster 


and Blodgett, that in his words 
“there are no such things as 


transport, insurance, banking and/| fect of disorganizing the commer- 
| engineering services were all car-|Cl@l equilibrium of American 
‘ried out by the Europeans. This| trade, and this even in the coun- 
is why, before the war of 1914,| tries of Latin America, since Eu- 


Europe was so rich that she was| rope has by no means the mo- 


Markets for Dealers 
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ieee neeimeme 


ethics in business, it’s either good 
business or it isn’t good business.” 
In other words, what the old gen- 
tleman was trying to tell us was 
that unless you play the straight, 
honest game in business, especial- 
ly our kind of business, you’re 
just not going to last. 


One doesn’t need to pretend 
to know it all: In fact I am in- 


(Continued on page 33) 


ing despite the fact that her popu- 
lation had grown enormously. The 


*“A speech by Mr. 
national Cham 
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spending less than she was earn-/| nopoly of hunger for dollars. 


| Europe’s case, however, is by far 


British Isles, for instance, had seen | 
the number of its inhabitants in-| 


the most serious. Graves and 
'ruins did not constitute the whole 
harvest sown by the war.  Be- 
sides the ruins that one can see, 
‘there are others which are invis- 


Reynaud /|ible. They are the worse. Europe 
made before U. S. Council of Inter-| has lost the resources she pos- 
ber of Commerce, | 


sessed, which enabled her to pur- 
chase from abroad the raw mate- 
‘rials she needs for her industries. 
The clever mechanism which reg- 
|ulated her life supply is broken, 
/as we shall see. 
| Before the war. 30% of the raw 
'materials which Europe purchased 
| from abroad were paid for with 
| her “invisible income,” that is, 
‘the dividends derived from her 
‘foreign investments and payment 
for the services she rendered to 
‘the rest of the world. This source 
_of income has now almost disap- 
peared, as a result of the war. 
i Yet she must, just as she did be- 
| fore the war, obtain the raw mate- 
rials she needs from abroad, for, 


(Continued on page 42) 
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Observations ... . 


By A. WILFRED MAY 
STOCKHOLDER ATTRACTIONS AND DISTRACTIONS 


Movies, Lunch, Lights, Liberalism—and Sex 


It is right that the increased attendance at current annual meet- 
ings of stockholders is encouraging to all who favor the “democra- 
tization” of the American corporate system. Likewise, steps in the 
right direction are the increased volume of the attendant discussion 
as well as the rising reader interest in the ensuing 
press accounts. But they are only halting steps. 
For, to the extent that the discussion and 
stockholder-inspired agitation are not maintained 
on a logical, constructive and serious plane, they 
are likely to be serving merely as a “red herring” 
diverting attention and statesmanlike action away 
from the many broad and crucial problems con- 
fronting the American investor. 

The serious problems will elicit the average 
shareholder’s interest only if they are drama- 
tized with sex appeal, it is contended by public 
relations experts and stockholder provocateurs 
and avocateurs. That this contention about the 
indispensability of the dramatic is to 
some extent warranted is currently substantiated 
by the general disappointment over the outcome 
of the Mongomery Ward stockholders’ meeting 
last Friday. After the preceding great build-up 
that had led the public to lick its chops in anticipation of a grand 
“scrap” to oust the colorful Sewell Avery, the actual proceedings, 
lacking an adversary or open controversy, disappointed as an anti- 
climactic dud. Alas, instead of a fist fight or a good show, only foui 
questions were asked, and even they were cooperative. 

In view of this public foible for glamor, it is essential that the 
shareholder orient himself regarding the scope of the real difficulties 
besetting him. By no means should even his serious concern be 
confined to his management or other intra-company matters, The 
- American investor today must fizht for his very survival against the 
many encroachments of his government as evidenced in taxation and 
fiscal policies, and in its socializing precesses. His status is being 
undermined by the competing pressure groups in the community, as 
labor and agriculture, who, because of their greater political strength 
and abler strategy, are able to wangle all the subsidies. Then tov 
there are the direct onslaughts being made against the investor's 
gress income by the company’s own employees. 

These surely are most trying basic problems, calling for wise and 
concentrated attention. Whether they can be successfuliy surmounted 
or not, surely in constructive efforts toward their solution there is no 
place whatever for distraction by additional pressure groups within 
the community of shareholders. 

But evidently this is not fully realized. Added to the existing 
gadgets for stockholder enlightenment and protection, including 
lunch and soft drinks, flash bulbs, movies and road shows displaying 
company products, there has now emerged agitating stockholde: 
groups comprised of and confined to women. 


With their aims and agitation based on the fundamentally false 
concept that female holders of stock are shareholding women, instead 
of women shareholders, this newly-started pressure group emerges 
as another element confusing the public and obfuscating the real 
issues. In capturing the interest of certain of their male brethren, 
these stockholder-feminists are waving the flag of “liberalism.” 

_ The confusion under which these groups are laboring is epito- 
mized by the proposal being advanced from the floor at nearly every 
annual meeting now, that women be elected to board directorates be- 
cause they are women, in lieu of such really relevant qualifications as 
business ability, experience, finencial knowledge, integrity, etc. 

If directors are to be chosen, or stockholders classified, according 
to their sex, why not also according to color, race, or creed? 

In additior to its illogic and unsoundness, establishing the pro- 
cedure of choosing an individual for a directorate because of her sex, 
or in spite of it, actually constitutes, I venture to suggest, quite an 
insult to the lady chosen as well as to womankind in general. 

Irrespective of management abuse, there are many company 
‘matters, such as financing programs, depreciation policy, cumulative 
voting, director stock ownership, at least meriting stockholder 
enlightenment. Unfortunately, however, the human interest appeal 
seems to form the keynote of the distaff organizations’ message to 
their like-sexed followers. Following are some key excerpts from 
the current prospectus of the most voluble of these organizations: 


The “Woman’s Angle” 


“Until recently ‘the woman’s angle’ was confined to reporting the 
refreshments (an attendance draw at meetings) such as U.S. STEEL’S 
perennial pumpkin pie in May, and GENERAL MILLS’ mammoth 
cake given to the ‘Lady who has come the farthest’ 
regional meetings—who will also have the most trouble getting home 
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to attend their | 





with the prize. Until formation of the FWSAB the tendency of the 


press was to play up the little woman humorously. 


“At annual meetings in 1948 cameramen preferred human interest | 


shots to ‘cheese cake.’ Management posed happily with dowagers in 
flowered hats. Top space-stealer in the press was a child ‘stockholder’ 
who sat through ‘BIG STEEL’S’ meeting (with model-like calm) to 
pose on lap of President Fairless in J. P. Morgan-with-the-midget 
tradition. 

“This year the large number of women stockholders attending 
the CONSOLIDATED EDISON and STANDARD OIL CO. (NEW 
JERSEY) meeting (about half were women) made NEWS. Moves 
toward putting a woman on the board of directors of ‘BIG STEEL’ by 
Wilma Soss, a U. S. STEEL stockholder and founder of the FEDERA- 
TION OF WOMEN SHAREHOLDERS, made headlines again this 
year. 


Four our part, we hope neither the SHAREHOLDING LADIES, 
the LADY SHAREHOLDERS or the PROGRESSIVE STOCK- 
HOLDERS of both sexes, stop on that level! We hope they go on to 
get the “dull” facts instead of either headlines or the cheese-cake! 
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Despite declines in the output of some goods the past week, 
increases in other lines had an offsetting effect, which resulted in 
jver-alt industrial production being maintained at a high level for 
he period. Compared with the level of a year ago, no appreciable 
variation in the level of aggregate output was noted. 

Continued claims for unemployment insurance declined approxi- 
in the week ended April 9. New unemployment as 
-eflected in initial claims rose very slightly in the same week and 
vere 21% above the corresponding week a year ago. 

Employment, hourly earnings and the number of hours werkec 
n manufacturing industries all declined during March, the Labo 
>Separtment reported on Wednesday of last week. 

An industry-by-industry breakdown of employment trends from 
mid-February to mid-March showed that for the third straight month 
he number of jobholders in non-farm industries declined more than 
sould normally be expected. The drop during the month was 150,000 
-ompared with an increase of 300,000 over the same period last year 

Totai non-farm employment was 43,848,000 in mid-March com- 
pared with 43,997,000 in mid-February. The mid-March level is 
ubout 750,000 below the figure for March, 1948, B. L. S. said, end 
this about corresponds with the drop in manufacturing employment 
of the year. 








In the automotive industry a serious threat to schedules was 
represented the past week by the ClO United Auto Workers strike 
at the South Bend plant of Bendix Aviation Corp., which has already 
stopped Nash assemblies. - This plant also furnishes brakes for Gen- 
eral Motors divisions, Packard and Hudson, and continuation of the 
strike could close both Packard and Hudson in a week or two, states 
Ward’s Automctive Reports. 

So far this year car production in the United States, according 
to estimates by Ward’s, amounts to 1,387,817 units compared with 
1,163.292 units a year ago and truck output at 413,633 compared with 
450,730 units for the like period in 1948. 

* * & 

A decline of 35% was registered in United States exports of 
steel and iron products during 1948 as result of a rally in European 
cutput. The decrease amounted to 2,196,000 net tons from the pre- 
vious year, the American Iron and Steel Institute announced on 
Monday of this week. The 4,680,000 tons exported was 7.1% of total 
shipments compared with 10.9% in 1947. 

% % 2 


On Friday, last, the Federal Reserve Board took the long-sought 
step that business has been clamoring for by a 
“Regulation W” which cuts instalment credit down payments from 
15% to 10%, effective April 27. In addition. the maximum maturity 
of instalment credit was increased from 21 months to two years. 

Under the revised regulations, purchasers of automobiles will 
still be required to make a down payment of one-third the purchase 
price of the car. All goods costing less than $100 will be exempi 
trom its provisions. 

The Reserve Board’s latest liberalization of “Regulation W” is 
the second such move within two months. Last March 7, it reduced 
down payments on everything but autos to 15% from 20% ana 
extended maturities to 21 months from the previous requiremen: 


of 15 to 18 months. 


Business failures continued to increase in March, rising 24% 
to 849, a postwar high. They were, however, about 300 below the 
total reported in prewar 1940 but almost 80% larger than in the 
comparable month of 1948. In fact, they exceeded those in any 
other March since 1942. 

March failures involved total current liabilities of $97,444,000, a 
volume exceeded only twice on record, in October, 1948, and April, 
1932. One exceptionally large casualty inflated the liability total, 
but excluding this $55,000,000 failure, liabilities were the largest in 
any March since 1933. 
figures to represent the value of offsetting assets. 


Brisk Easter shopping in the few Gays before the holiday was 
instrumental in raising the dollar volume of retail trade moderately 
above the level of the previous week. Total consumer purchases 
were slightly above those of a year ago with demand continuing 
to center on moderately priced goods. 

As many buyers strove to replace dwindled stocks, the total 
dollar volume of wholesale orders was maintained at a high level: 
it was very moderately above the level of the similar week a year 


(Continued on page 37) 
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Advocates Return 
to Gold Standard 


N. ¥. Board of Trade supports 
Reed Bill providing for gold coin 
standard at $35 per fine ounce. 


Advocating a return of the Gold 
Coin Standard, the New York 
Board of Trade reports that it has 
notified Congressman Daniel A. 
Reed, of its support of his meas- 
ure, (H. R. 3z6z), providing for 
a gold coin standard at 35 non- 
gold dollars per ounce of fine 
gold. 

Directors of the Board at their 
last meeting, received a report 
from Geerge F. Bauer, who repre- 
sents the International Trade 
Section on the Board’s directorate. 

Explaining the Board’s position, 
Mr. Bauer said, “This subject has 
been under intensive study by the 
Directors of our Board for many 
months past. The Directors had 
both sides of this question pre- 
sented to them by the ablest ex- 
ponents. We, in the Board, sup- 
ported an effort in this direction 
in the last Congress, and there- 
fore, continue to support it in the 
Bill now introduced by Congress- 
man Reed. 

“It is a curious spectacle to ob- 
serve that gold of 9/10th fine- 
ness is quoted in our non-gold 
dollars at different prices 
throughout the world whereas 
our money is supposed to be sta- 
bilized at a fixed quantity of the 
precious metal, If our American 
dollar means anything in Inter- 
national Trade as well as to us 
here at home, it should have a 
fixed relation to gold and there 
should not be one price in Euro- 
pean capitals, a different price in 





modification 01 | 


South Africa and still a different 
price in Asiatic financial centers. 
| “The United States should take 
|'the lead by its example in en- 
| couraging all nations to provide 
| their currencies with stable val- 
ués in gold rather than making 
' them subject to the political man- 
euverings within the nations. 

| “As we go forward to help 
| rehabilitate a devastated world, it 
|becomes increasingly necessary 
'for us to facilitate the exchange 
|of goods between nations and an 


‘important instrument toward that 


end are currencies of which the 
| common denominator, under- 
_standable anywhere, is gold.” 


Joins Brainard, Judd Co. 


(Special to THe FInaNnciaL CHRONICLE) 

HARTFORD, CONN. — Alden 
C. White is wih Brainard, Judd 
& Co., 75 Pearl Street. 
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Business—Factor in American and 


World Development 


By HON. CHARLES SAWYER* 
Secretary of Commerce 


Commerce Secretary reviews prominent place of busiaess in settlement and upbuilding of America, and 

points out present role of U. S. as leading credit nation in providing worldwide economic development. 

Explains implications of “Point F our” in President Truman’s Bold New Program, and stresses need of 

cooperation of private business and government in substantially increasing investment activities 
of American citizens in other parts of world. 


We celebrate here today a memorable event in American history. Three hundred and 


fortv-two years ago a group of 104 men in three ships mad ; 
sailing for 128 days across the wintry seas of the Atlantic. Although not the first arrival 


vy colonists 
on the shores 
of what was to 
become the 
United States, 
this was the 
first landing 
that was des- 
tined to re- 
sult in a per- 
manent Eng- 
lish settle- 
ment. All of 
us have 
the story 
Captain 
Newport and 
Captain John 
Smith. We 
have been profoundly moved by 
the struggles of the 
against the perils of hunger, 
disease, bad weather, and death 
at the hands of the Indians. We 





Charles Sawyer 


have heard about their political | 
and religious ideals, the shrewd- | 
mess and courage of Captain John | 


Smith, the despair that seized 


some of these voyagers and start- | 
way back to 


ed them on their 
England, the timely arrival of 
supplies and other settlers which 
give them the courage to begin 
anew. 

In telling this story, however, 
few historians emphasize the fact 
that these early settlers were, for 
the most part, financed by busi- 
messmen who were risking their 
fortunes, while these adventurers 
were risking their lives, on high- 
ly uncertain, but potentially 
profitable business ventures, The 
basic urge was to make a fortune 
in the New World. 

Queen Elizabeth had been dead 
for three years when Captain 
Newport’s trip to the New World 
was organized. During her reign 
England had begun to realize its 
strength. The poetry of the time 
is full of brave words and big 
mew ideas. A character in one of 
the popular Elizabethan plays 
says, “Be free, all worthy spirits, 
and stretch yourselves.” The 
English felt strong, especially af- 
ter the defeat of the Spanish Ar- 
mada, and they were, in fact, 
stretching their muscles and their 
minds. 


*An address by Secretary Saw- 
yer at Memorial Service in 
Tribute to First Landing of Per- 
rmanent English Settlers at Cape 
Henry, Va. Cape Henry, Va., 
April 24, 1949. 


read | 
of | 


colonists | 


ee 

The businessmen of the time, as 
well as the writers, scientists, and 
'explorers, were experimenting 
with new ideas. They had dis- 
covered a new way to work to- 
gether to take advantage of op- 
portunities across the seas. No 
'one man had enough money to do 
' business with other countries on 
a big scale, but men were forming 
pools of money by organizing 
joint-stock companies. Two of 
the most successful were the Mus- 
covy Company doing business 
with Russia and the Levant Com- 


| 


pany doing business along the 
chores of the eastern Mediter- 
ranean. The risk involved in the 


financing of a voyage to Constan- 
tinople or to the Spice Islands was 
too great for any one man to un- 
dertake; but by subscribing to the 
stock of a trading company, indi- 


the profits. 


A Joint-Steck Company Settled 
‘ Virginia 


joint-stock company that led to 
the first settlement in Virginia. 
The company was called the Lon- 
don Company—later renamed the 
Virginia Company. A share cost 
twelve pounds, ten shillings. Each 
man who bought a share of. stock 
was called an “adventurer.” These 
“adventurers” met once every 


|fairs of the company, and each 
| stockholder had a vote in choos- 
| ing the board of directors. 


dition of individualism, England | 
| chose to entrust her foreign eco- | 
|nomic ventures to her private 


| citizens, assisting them in numer- 
|ous indirect ways. At the same 
| time that Englishmen as private 
‘citizens were’ investing their 
money in the development of new 
settlements in America, France| 
and Spain were also exploring | 
and developing the New World. | 
The British methods, however, 


after England had lost her Ameri- | 
can colonies, London 


United States build railroads, ca- 
nals, and factories. Throughout 


capital helped to push back fron- | 
tiers and develop resources 
all the world. 





By the outbreak of World War 
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In keeping with her long tra- | 


viduals could share the risks and |! 
|investments were 


It was the formation of such a! 


three months to talk over the af- | 


| ond 


e a landfall at Cape Henry after 


I, British overseas investments 
amounted to about $20 billion. as 
much as the rest of the 


point in world history 
France ($9 billion) and Germany 
($7 billion). The foreign invest- 
ments of American citizens at this 
time were estimated at about $3 
billion—barely one-half of the 
amount of fore:gn cepjital we therm 
utilized within our :iwn borders. 


World War I Changed Foreign 
Investment Pattern 

The First World War and its 
aftermath changed this pattern. 
Much of the industrial plant of 
Europe was destroyed or dam- 
aged. France needed capital to 
rebuild its economy. Germany 
was Changed from a large investor 
into a perennial borrower. Many 
wiped out by 
the overthrow of governments or 
by runaway inflation. 

In the decade that followed, 
American capital was called upon 
to finance the world with: funds 
that would formerly have come 
from London, Paris, or Berlin. By 
1929, the United States was sec- 
as a world 
Great Britain, 
about one-third 


accounting for 
of all foreign 


‘capital invested abroad. 


Financial Power Shifted to U. S. 
The Great Depression and a 


second world holocaust completed: 
| the shift of financial power from 


|; reach our.shores. 


| things which the President sug- 


the Old World to the New. The 
economic strength of England and 
the rest of Europe has. been 
sapped, and the complicated 
machinery of international trade 
thrown badly out of gear. The 
actual devastation of war did not 
We were thus 
enabled to reap the fruits of the 
great technical advance our civ- 
ilization had made, and. to drive 
our production to the record- 
breaking levels required to fight 


proved to be more effective. Even | and win the war. 


Now, in time of peace, we pro- 


n- banks lent! duce most of what the rest of the 
millions of pounds to help the| world needs and wants, and we 


produce it abundantly. Many 
parts of the world need to share 


the Nineteenth and early part of | the secret of that abundant pro- 
the Twentieth Century, British | duction. 


In the President's inaugural ad- 


Over’! dress on Jan. 20, 1949, he recog- | 


nized this need. He said, “We 
must embark on a bold new pro- 
gram for making the benefits of 
our scientific advances and indus- 
trial progress available for the 
improvement and growth of un- 
derdeveloped areas .. . I believe 
that we should make available 
to peace-loving peoples the bene- 
fits of our store of technical 
knowledge in order to help them 
realize their aspirations for a bet- 
ter life. And, in cooperation with 
other nations, we should foster 
capital investment in areas need- 
ing development.” 

Thus briefly but dramatically, 
the President sketched in rough. 
outline a picture of practical | 
idealism, breathtaking in the 
sweep of its possibilities and yet 
down-to-earth in its recognition 
of the concrete help we can give 
some other countries from our 
great storehouse of technical 
knowledge and private capital. 

It is interesting to note that the 


(Continued on page 36) 





| went 


worid | 
combined. The other main sources | 
of foreign capital at this turning- | 
were | 


lender only ta. 




















Ahead of the News 


= By CARLISLE BARGERON = 


That was truly a tear-jerking story of Washington slums that 
out over the country, with pictures, a few days ago. If any 
impetus had heen neeced for Senate passage of the Taft-Ellender- 
Wagner housing bi!l, it would have given it. The story probably will 
give the needed push in the House where the 
bill was stymied in the 80th Congress. 

Within a “stone’s throw” of the Capitol, so 
the story went, in a land of plenty, the best of 
all lands, people were found to be living in 
“snacks”. without benefit of indoor toilets. In the 
accompanying pictures there were five Senators 
right there looking at the squalor, appailed that 
such conditions could obtain under: the Stars and 
Stripes. 

The only thing wrong with the story is that 
Mrs. Roosevelt gave it wide and intensive pub- 
licity long hefore the war; it was revived in a 
spectacular way a good five years ago and a good 
$'00 million has been spent towards eradicating 
it, or rather towards slum clearance in Washing- 
ton. In the country as a whole. untold miilions 
have been svent in recent years for slum clear- 
ance. The T-E-W bill appropriates additional 
millions. As 1 have reported before in this space, the slums. ir spite 
of this spending of millions, have not been eliminated and I am quite 
sure that long after the spending of the T-E-W millions. they will 
still be with us—for piciure purposes and for visits of heart-bleed- 
ing Senaters. 

What has happened all over the country, as the investigators fore 
the Heuse Appropriations Committee found out last year, is that 
instead of tearing down the slums, the local authorities built new 
housing nrcjects on other sites. In the years of housing shortage, it 

- a . Ld . y . . * 
woul-l have been ridiculous. in fact, te tear dewn anything in which 
peopie could and wanted to live. 

However, | have ceme to be pretty casehardened to these things. 
What concerns me more is the possible effect this legislation, to- 
gether with his advocacy of health legislation, may have upon the 
political career of Senator Taft. To my mind, this should be the con- 
eern of eveiv Conservative American. 

There is no doubt that this bending to the Left on the Senator’s 
part, as it is being interpreted, rightly or wrongly, has not done him 
any good in Conservative quarters and despite the claims of the 
Liberal pundits, I don’t think it has picked him up a single vote 
umong “independents,” and certainly it hasn’t from among the 
Leftists. 

The arch*Conservative Joe Grundy of the Pennsylvania Manufac- 
turers’ Association remarked feelingly to a group on the eve of the 
last Renublican National Convention that “Taft is a Socialist.” This 
is laughable, but it is a fact that the Dewey forces had sold the old 
man on this idea with a view to getting the convention support of 
the bulk of the Pennsylvenia delegation. 

But as bearing on his fight for reelection in Ohio next year, Taft’s 
recent scolding of his Republican colleagues for not warming up to 
his housing and health proposals left a lot of sears. He received the 
plaudits of the so-called Liberal Republicans and was warmly praised 
by the “liberal” Eastern press. The New York “Times” and the 
“Herald-Tribune” had the first kind word to say about him in many 
moons. Thev have in the past been quite impatient towards him 
because he does not have the “global” mind of Vandenberg and it 
is mv guess that they will be right back on his neck when he makes 
another eftort to shave even as much as five cents from ECA funds. 

The question is wiether in the battle of his political life next 
year he may not find himself receiving less than enthusiastic Conserv- 
ative support when he is certain to be up against an all-out campaign 
of Labor and “Liberals.” In the knock-down-and-drag-out affair it is 
to be, he will need such a support of the Conservatives, or, indeed 
what might be called the “decent” element to pull him through, 
as few men have ever needed before. 

He has his rivals in the Senate, of course—members of his own 
partv. There are among such a collection of individualists as Sen- 
ators are, many who resent his leadership, who think that leadership 
should be theirs. They are rejoicing just now over a letter which a 
former warm supporter of Taft’s has written him to the effect that 
he has been found to have clay feet and which the writer has cir- 
culated emong the Senators. Men of this mind would like nothing 
better than to see Taft eliminated from public life next year. 

They are very foolish men. I can’t imagine any greater calam- 
ity the Conservative cause or the Republican Party could suffer. 
Taft is the symbol and his defeat, you may rest assured, would not 
be attributed to the lack of Conservative warmth towards him be- 
cause of his advocacy of the health and housing measures. Full credit 
would be taken by and given to the Leftist group. It would have a 
tremendous impact upon the country. | . 

Taft’s explanation of his espousal of this “liberal” legislation, 
incidentally, is reasonably logical. Always, he explains, we have 
recosnized that one-fifth of our vepulation has to be assisted. This 
is, of course. a fact. There has always been free medical attention 
and free food and lodging for those needing it. His housing and 
medical bills are simply recognition of the fact that this charity 
has moved ¢o the Federal level. But he wants to confine the Federal 
Government’s part to furnishing the money. Frankly his two bills 
are an exeggerated concept of what should be done for this one-fifth. 


oo 


With this possible slip from Conservative grace, however, he is so 
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far above his colleagues, of any stripe, that I am for him 100%. 
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Progress of European Recovery 


By HON. JOHN W. SNYDER* 
Secretary of the Treasury 


Volume 169 Number 4798 


Prefabricated Houses 


By ROGER W. BABSON 
Mr. Babson sees good factory built houses as real solution of hold- 
ing down building costs. Scores labor leaders and building codes | 
as instrumental in making new houses expensive. Says present idea | 
each family must buiid a different house is crazy. | 


Government building of “millions” of new homes by local car-| 
penters and bricklayers, is not the solution of the housing problem. | 
In facts such a forced program would cause both labor and material | 
costs to go even higher, and hence further check private building. | 
‘the real solu- *— 
tion lies with; The heretofore prevalent idea that 
good factory} each family must build a different 
built houses.| house is crazy.. This is One reason 
What Holds. why bricklayers, carpenters, elec- 
Back Building 'tricians, ard painters have us by 
Costs? The!the throat. 





| 

Asserting progress toward European recovery has been encouraging, Secretary Snyder stresses improve- 

ment in internal finance and fiscal policies of Western European nations. Points to decline in inflation- 

ary trends, but warns task of monetary stability is difficult and European nations must increase exports 

by lowering exchange rates and thus making their goods cheaper in dollars. Looks for greater U. S. 
investments abroad and calls for reduction of trade barriers. 


The progress of economic recovery in Europe is a matter of vital importance to you 
officers and representatives of the Federal Reserve Banks and to the business community 
as a whole. In dealing with this question today, I do not propose to discuss the techniques 

of procure-O——— . a : : - : - 
- ment and the | factories and mines 14% above 
banking oper- | the 1947 ievel and nearly equal io 
ations with | that of 1938. Favorable weathe~ 





banks. Cutting down the volume 
of currency ana rationing of bank 
credit were two methods of at- 





answer is two- 
fold: (1) Local 
labor leaders 
are responsi-| 
ble for the 
high costs and 
poor quality 
of new houses | 
by limiting) 
the hours of 
work and the 
amount of 





Roger W. Babson 


work done; (2) the public is re-| 


sponsible for thinking that every | 
family must have a custom-made} 
house built by local labor. 

Labor leaders and _. building} 
codes have been instrumental in| 
making new houses expensive. | 
These codes make the building of 
a prefabricated house, with elec- 
tric wires and plumbing pipes all | 
installed, impossible. These can-| 
not be inspected by local politi-| 
cians, as they are hidden in the| 
cement studs. This prevents the| 
erection of factory-built houses 
which are our only hope. 


Cellars and Inspectors 


The original purpose of a cellar 
was to serve as a place to keep 
vegetables, fruits, cider, etc., free 
from freezing during the cold 
winter. Then, when coal stoves 
began to be installed, the cellar 





was used to store wood and coal. 


Now, with oil and gas heating, | 
these cellars are no longer of use | 
On thousand five hundred dollars | 
can be saved by forgetting them. | 


Two thousand five hundred more | 
can be saved by the use of modern | 
building codes, and reasonable | 
building inspectors. 

At last, building inspectors and | 
old-fashioned codes have run 
afoul of the big shots of the labor | 
movement. Hence, for the first 
time I see a real chance of John Q. 
Public getting a better house for 
less money. This is a most im-| 
portant event and has great pos- 
sibilities. 


Reuther’s Revolutionary 
Suggestion 

Here is what Walter P. Reuther, | 
President of the United Auto) 
Workers, said in Detroit, Feb. 11:) 
“The housing industry is the most! 
antiquated in the country. It is| 
not able to provide the necessary | 
housing to meet the demands of| 
the 500,060 new families created 
ennually. The answer to _ the) 
whole problem is mass production 
and use of the men and ideas 
which carried the country through 
the war. 

‘“‘We have the know-how to split 
atoms and make a plane which 
can go 600 miles per hour, but that 
know-how never has been applied | 
to housing. I propose the estab- | 
lishment of a National Authority | 
to handle conversion of certain; 
idle airplane plants to make pre-| 
fabricated houses, and at the same 
time keep personnel trained in| 
aircraft production. Construction 
labor would not suffer from the} 
mass production. Instead, it would | 
be relieved of the fear of sea-| 
sonal unemployment.” 





Houses vs. Automobiles 

Mr. Reuther’s statement especi- | 
ally interests me because of his 
connecticn with the automobile 
industry. I have always claimed | 
that the automobile engineers and | 
manufacturers hold the key to the} 
solution of the housing problem. | 


Of course, houses should not all 
be alike any more than are auto- 
mobiles. Houses should be differ- 
ent sizes, differently arranged, and 
different colors; but so are auto- 
mobiles. I am told that over 100 
different automobile models are 


on the market today in 12 differ-|! 


ent colors. Certainly, we all 
should be able to select a house 
which suits us from 100 different 
designs in 12 colors. 


Carpenters Need Not Worry 

There still will be plenty of re- 
pair work and remodeling to keep 
local carpenters and painters busy. 
Therefore, to have Mr. Reuther, 
the President of one of our most 
powerful labor unions, come out 
in favor of factory built homes is 
a tremendous event. If he will 
fight for this program, as he 
fought for others, the housing 
problem will soon be solved. 


Jay N. Whipple Nam :>:! 
Jay N. Whipple, partner of Ba- 
con, Whipple & Co. of Chicago, 
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has been proposed for Board of 
Directors of the Thor Corporation, 
to be voted upon at the company’s 
annual meeting May 26. 
. —— 
With Paine, Webber Co. 
(Special to THe FINANCIAL CHRONICLE) 
John A. Richards has become 
affiliated with Paine, Webber, 
Jackson & Curtis, 364 North Cam- 
den Drive. He was -previously 
with Buckley Brothers. 
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which you are 
fervetiter.7 
propose, 
stead, to look 


from the 
broad view- 
point of what 
has so far 
been accom- 
plished, 
what we can 
expect in the 
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next 2 years. 
_ The American aim is to assist 
in bringing about that degree of 
economic and financial stability 
in Europe which will make pos- 
sible a return to normal inter- 
national financial relations, in 
which chief reliance for capital 
investment will be placed on the 
private market. 

Thus far, progress toward. eco- 
nomic recovery in Europe has 
been encouraging. When the pro- 
gram started in 1948, production 
in Europe was still behind prewar 
levels. The financial situation 
was, to say the least, disquieting. 
Many of the European countries 
were suffering from grave infla- 
tion, and there appeared to be 
little immediate prospect of ar- 
| resting it. Fiscal problems were 
serious, and makeshift solutions 
only added to the existing dis- 
order. 
Of 
| political 
favorable. 
|interrupt production in order to 
spread distress and chaos in Eu- 
| rope. 
| Today, the threat of Communist 
| sabotage to the recovery program 
'is being met with the force of 
| democratic power and determina- 
tion. 





the 
from 


equally grave import, 
Situation was far 


| Our combined efforts toward 
;}economic recovery and_ political 
peace have beecn_iniensified. 


Threats still exist, as you well | case of Italy and France, restric- | 


know, but this last year gives us 
'a basis for greater confidence in 
‘the future of Western Europe. 

A notable increase in Western 
‘European production occurred 
'during 1948 with total output of 

*An address by Secretary Sny- 
der before the Federal Reserve 
Bank Conference of Ninth Dis- 
| trict Bankers, Minneapolis, Minn., 
' April 23, 1949. 


te 





DISTRIBUTION 


36 WALL STREET, 





WE ARE PLEASED TO ANNOUNCE THAT 


MR. A. GLEN ACHESON 


HAS BECOME ASSOCIATED WITH US 
AS DIRECTOR OF OUR 


SYNDICATE AND SECURITIES 


BACHE 


MEMBERS OF ALL LEADING EXCHANGES 


MIDTOWN OFFICE: CHRYSLER BUILDING 


DEPARTMENT 


& Co. 


NEW YORK 5, N. Y. 








st 


AUANOOESUODADIATUELUELUELOOESEOTOOSSEGDGOELOCLOELEEEIOTAETOGTOREDEEEELOOEAGEOOEDEEDE ODED AGE EP OE ESE EEEE EEDA HAD 


STUSEUUUOUUEUUUEUOUUOUUEONONOUEEEUEGOUUOUUOUUGEUOAANONGUUEELEEEOOOOOUOUUOUOLUAAAGENGNGNABONRELUUUAUULL 


in- | 
| prewar levels. 
at the subject | 
supplies of fuel 


course of the | 


Communists sought to | 


|conditions helped to raise crop 


production considerably above 
1947, although it was still below 
Output per worker 
increased as a result of larger 
and raw mate- 
rials, job training programs and 
more food for workers, but it had 
not yet returned to prewar levels 


|in many industries. 
and} 


Marked improvement also oc- 
curred in’ Western Europe’s bal- 


ance of trade with the outside 
world. Where as, in 1947, less 
than: 40% of the participating 


countries’ imports were paid for 
from the proceeds of exports, this 
ratio will probably exceed 50% 
during the fiscal year 1948-49. 


Internal Finance Improved 


In the field of internal finance, 
the situation has also improved 
measurably. There has been ¢ 
healthy movement toward sounder 
fiscal policy. In many countries 
resolute efforts are being made 
toward balanced budgets. Of 
course, in some countries, much 
greater efforts must still be made. 
To finance governments by non- 
inflationary means has _ necessi- 
tated increasing the tax burden 
and, as far as .possible, required 
the deferment of expenditures for 
objectives which could be post- 
poned. And we all know how 


penditures where there are insis- 
tent demands. upon government 
to repair the damages caused by 
war. In large part this work of 
immediate reconstruction has been 
|completed. The tasks ahead re- 
i|main formidable, and there are 
some questionable spots in the 
| present economic picture, but on 
| the whole, the European countries 
ihave faced the situation with 
courage. 

With few exceptions, the rapid 
rise of prices has stopped. In the 





'tiens were imposed on the exten- 
| sion of credit by the commercial 


tacking inflation. The object was 
to reauce excessive demand for 
commodities by the use of finan- 
cial restrictions while at the same 
time increasing those commodities 
in short supply. A relative sta- 
bilization of prices is making pos- 
sible greater stability in all areas 
of the economy. With the Euro- 
| pean price spiral largely arrested 
and a measure of budgetary sta- 


bility in prospect, the internal 
financial situation can form the 
basis of a sound _ international 
economy. 





The European Recovery Pro- 
gram was not intended as a relief 
program, though we had to pro- 
vide the foodstuffs and raw mate- 
rials needed to tide the population 
over the postwar shortages result- 





extremely difficult it is to cut ex-| 


ing from the exhaustion of stocks, 
‘crop failures and the decline in 
international trade. The program 
is based on the belief that with 
assistance from this country, Eu- 
rope will be able to stand on its 
own feet by 1952, provided that 
the European countries individu- 
ally and collectively take the 
appropriate steps to cope with the 
|problem of their Western Hemi- 
sphere deficit. Some of these 
steps are financial, some of theme 
may involve a considerable re- 
orientation of production and 
trade, 

The period following the sec- 
ond World War has greatly ag- 
gravated the dollar deficit prob- 
|lem of the Western Hemisphere 
countries which existed as a very 
real problem in the inter-war 
| period. European countries have 
| traditionally bought more from 
the United States and other 
Western Hemisphere countries 
than they sold here. They made 
up the difference by their income 
'from investments, by earning dol- 
lars for shipping services, and by 
earnings dollars through trian- 
gular trade with areas that had a 
dollar surplus on current account. 

(Continued on page 39) 
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What ECA Has Accomplished 


By PAUL HOFFMAN* 


Administrater, Economic Cooperation Administration 


Mr. Hoffman, after explaining ECA funds are not given gratis to western European business concerns, 

recounts progress of European Recovery Program. Tells how Kremlin’s drive in Europe has been accom- 

plished by use of Fifth Column, and not by risk of costly war. Gives data of Western European prog- 

ress under ECA aid and stresses importance of establishing convertible currencies to overcome trade bar- 
riers and resumption of normal trading. States reasons why ECA should be continued. . 


It is a very great privilege for me to speak to you. I accepted the invitation with pleas-| (7) 5% “yardstick”: 


ure-—in the first place, because it gave me an opportunity to thank you for the very fine 
support you have given ECA. The effectiveness of that support, I think is quite 


ably demon- 
strated in the 
vote which 
took place in 
Congress quite 
recently on the 
extension of 
the ECA act. 
That vote was 
70 to 7 ia the 
Senate and 354 
to 48 in the 
House. 

But you 
mustn’t get 
the idea that 
you are too 
perfect, be- 
cause there is : 
something you have not explained 
to the Ameiican public about £CA, 
You have not explained how coun- 
terpart funds are used. 

This morning I met with a group 
of Englishmen who have been 
touring the country for a month. 
One of the Engishmen asked me: 
“Mr. Hoffman, why is it that 
everybody in America thinks that 
we foundrymen are being given 
equipment by the United States 
Government?” 

Of course, I don’t need to ex-| 
plain to you that they are not 
given equipment. When a foundry- 
man needs equipment, what he 
does is go to his government, prove 





Paul G. Hoffman 








It is true that the money put up 
|'by the American taxpayer does 
find its way into the counterpart 
‘fund and is spent for recovery, but 
| it is spent from a fund and on ap- 
proval and doesn’t go to individ- 
uals. 

I know that explanation is un- 
recessary, but you will help us 
‘greatly if you are willing to get 
‘across the story of the counter- 
| part. 


I have no prepared paper. There | 


/are several reasons for that. The 
‘principal is that in this job of 


| handling those rather large funds | 
there is always a danger that it} 


may make one a bit cocky... . 

I read my testimony before the 
|Congress after I had given it. I 
‘read it through and I said in every 
instance, “I cannot be as moronic 
as that. I don’t split infinitives. I 
do know how to parse a sentence.” 
But nevertheless, there they are in 
black and white. So when I read 
the transcript of these off-the-cuff 
remarks to you, I’ll be put in my 
place. I’ll be a humble American 
citizen, just trying to do a job— 


world took 14 days. No one could 
possibly hope to see the trees on 
that kind of a trip, but perhaps 
you can see the forest, and the 
forest, to my way of thinking, is 
the drive that the Kremlin is mak- 
ing for world conquest. We read 
about it in your columns and edi- 
torials. But in Korea, China 
Japan, India, Syria, you don’t need 
to read about it. You feel it. It is 
in the air. And I tell you that 1 
believe that aot since the days of 
Genghis Khan has there been as 
evil a force loose in the world as 
the force of this drive on the part 
of the Kremlin. You can’t help 
| getting a little emotional about 
| it if you sense what it is doing to 
| the people in other parts of the 
world. 

It is too comfortable here. It is 
pretty hard to get excited when 
vou are sitting down in a comfort- 
able chair in a comfortable city. 
But it can’t help but get right into 
your bones in these other coun- 
tries. 

The Kremlin’s Drive 
The Kremlin’s drive for world 





and that is extremely important. 

I would like to start out with a| 
statement about your business—| 
which interests me. Not about my | 
business, but about yours, The| 
subject of newsworthiness. 





ehis need of equipment. and if he 


proves it te gets. dollars _for |home city of a newspaper, 
pounds. But he puts up the equiva-| ore space is given the event. But, 


jent amount in pounds for those | 


dollars. Those pounds are de-| 
posited in a special account that is | 
spent for recovery purposes on the | 
approval of the government in 
question and ECA. 


That is why your front pages as 
well as your editorial columns 
have not been filled with stories 
about scandals in the use of goods 
sent from America. It is not be- 
cause we are smart; it is because 
= that very wise provision of the 

iw. 





*Stenographic report of an ad- 
dress by Mr. Hoffman before the 
American Society of Newspaper 
Editors, Washington, D. C., April 
21, 1949. 





The closer an event is to the| 
the | 
the further an individual gets! 
away from the city, if he belongs | 
to that city, the more space is 
given to his doings. I speak with 
some feeling because I have al-| 
ways been ignored in Washington | 
but if I go abroad the papers are 
filled with my strange doings 
overseas and the impression is 
built up in Congress—it is danger- 
ously built up—that I spend all 
my time on junkets. I have been 
to Europe three times since I took 
this job a year ago. I went around 
the world once. Just as a matter 
of informatiion my total time on 
those trips was five weeks. I have 
been in Washington more than.-11 
months, almost unnoticed while I 
am here. That trip around the 





conquest, it seems to me, comes 
from two directions. One, of course, 
is military aggression, and that is 
a third World War. That occupies 
much of our thinking and I don’t 
know any way to prevent that ex- 
cept through military prepared- 
ness here and military prepared- 
ness on the part of the free nations 
of Europe. I do think if we pre- 
pare adequately in Europe and 
here that that third World War 
can be prevented, and I for one 
want to make it perfectly clear 
that I think it must be prevented. 


\In other words, a third World War 


must not come because the conse- 
quences would be consequences 
none of us could take. If you think 
that one through, the answer is 
there must not be a third World 
War. Whatever we have to do to 
prevent that third World War’s 
coming must be done. 

Now the second threat—that of 
the fifth column activities of the 
Kremlin—is not a threat; it is a 
fact. In other words, Russia has 

(Continued on page 38) 
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These Votes are not being offered to the public. They were placed privately through the undersigned 
with certain institutions purchasin$ them for investment. 


$50,000,000 


Standard Oil Company 


(An Indiana Corporation) 


2.90% Promissory Notes due April 1, 1979 


MORGAN STANLEY & CO. 
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Current Standing of Poll on NASD 


(Continued from page 3) 


(6) Should Maloney Act Be Repealed?: 





RRS RR ea a eee” 636 or 64.4% 
GIN = Set SS Sree ce act es 269 or 27.20 
No opinion___________- ee Se Ae ae 83 or 8.4% 
(RETURNS FROM NON-MEMBERS OF NASD) 
ee Cee SUI oo Ue Le ee ee 
| paveting ...-..-..2..<........ 18a 
NS oo ee .....---4g0 @ Tia 
eee ll 
(2) Questionnaire for Reports on Spreads: 
| REESE ESI ep Ce SA 20 or 10.4%0 
Opposed se facta Adis emcee eae 159 or 81.8% 
ON eka ricci ig avalon bs enon Ei _ 15 or 7.8% 
(3) Examination of Books and Records Where 
Neither Complaints nor Charges Are Pending: 
| a Hj | 
aa eee ee 
wee Option... -- 2 -.__L__. Se or 
(4) NASD Trial System: 
ID Cid Side doh i a Se 7 or 4.0% 
ERR g uC aaa Ra i AM 5 eS LN he 176 or 91.1% 
adh. ROR GC AAD L LARS Lela tes ct ees 9 or 4.9% 
(5) Rule Forbidding Discount to Non-Members: 
oo RE EE Soe ee 6 or 3.0% 
I eo gn eee eee Satie SO SE 178 or 93.0% 
GEER ALL ILLES Me SOOT | 8 or 4.0% 
(6) Should Maloney Act Be Repealed?: 
ERI ili a al Bi gm 152 or 79.2% 
Fe ES RES Se Ee ET 22 or 11.4% 
IR sta ecicasnsnsh eatithed nin ica Le 18 or 9.4% 


More Dealer Comments on Effect of 
"5% Mark-Up” Spread on Securities 
Of Smaller Corporations 


We present now more of the comments (others ap- 
peared previously in our issues of April 14 and April 21) 
made by dealers relative to question No. 4 which appeared 
on the reverse side of the ballot and is reproduced herewith: 


“(4) What effect, if any, do you think the NASD’s 
‘0‘~ Mark-Up’ philosophy has on the market 
for securities of the smaller corporations of 
the country?” 


In connection with these expressions, it should be noted 
that in accordance with the option contained in the ballot, 
some firms elected to affix their signatures and others replied 
anonymously. With respect to the former, we consider it a 
matter of fairness not to reveal their identity as time does 
not permit our obtaining individual permission to do so. 
Where the comment was made anonymously, this is indicated 
by the symbol (*) appearing at the end of the statement. 


NEW YORK CITY 


In our opinion, the 5% mark-up rule has definitely restricted 
the market for securities of smaller corporations. We know that it 
takes a lot of selling to interest an investor in purchasing the stocks 
of such corporations and unless there is an extra incentive in it, the 
salesman is going to take the line of least resistance and talk about 
the stocks of larger and better known corporations although in many 
cases the stocks of smaller corporations may be a far better purchase. 
This also has its effect on the-ability of smaller corporations to do 
financing because a great many dealers and salesmen and customers 
are discouraged by the after-markets on the stocks of smaller corpo- 
rations, which are sold orginally with a substantial commission but 
where it is impossible to obtain interest from the salesman when he 
can no longer make what he considers an adequate commission for 
the work involved.* 

PHOENIX, ARIZ. 

Good, if any.* 

SMALL CALIFORNIA TOWN 

None. 

LOS ANGELES, CALIF. 

Murderous. 

LOS ANGELES, CALIF. 

Personally, I am of the opinion that a 5% mark-up is adequate 
compensation and do not believe that a larger mark-up would make 
for a better market for the securities of smaller corporations. It 
would simply widen the market quotations. 


LOS ANGELES, CALIF. 


It greatly limits the smaller companies from obtaining adequate 
capital. Under present inflated conditions, a great deal of which 
will remain with us, our business should be able to charge enough 
to make a reasonabie profit. Pricing is a fundamental under com- 
petitive free enterprise and should not be regulated in an industry.* 





*Commented anonymously. 
(Continued on page 34) 
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Possibilities of New 
Foreign Lending 


By DR. MAX WINKLER* 
Bernard Winkler & Co. 


Maintaining that foreign lending is indispensable to foreign trade 
and our domestic prosperity, expert declares it has been unduly dis- 
credited because of over-publicizing of exceptional past abuses. 
Dr. Winkler advocates specific safeguards other than U. S. Govern- 


mental guaranty, in order to build 


all, the international political climate is the crux. 
America’s economy is dependent upon foreign trade. 


investor appeal anew. But above 





Foreign trade is dependent upon our ability and willingness to 
extend credits and loans to foreign countries, political subdivisions 
or corporations. The foreign loan, in the view of competent observers, 

is the sine qua® 





nel non to foreign, resorted to stipulations which 
trade. would eliminate, at least in 
The correla-| theory, these difficulties. Virtu- 


tion between ally all the foreign loan contracts 
foreign loans / contained, inter alia, two clauses, 
and _ foreign|one of which was to the effect 
trade was|that in the event of war, pay- 
proved abun-| ments would continue to be made 
dantly by our | to all holders, irrespective of na- 
exper ience| tionality. The other clause provid- 
covering the | ed that payments would be made 
decade and a/in U.S. gold dollars of the weight 
half beginning | and fineness at the time of the 
with World|loan. There is no doubt that the 
War I and | response to new foreign issues was 
ending with| to some degree due to the intro- 
the world eco-| duction of and to the investors’ 
, nomic crisis | reliance upon these clauses. 
late in 1929. During this period | 3 . 
loans and credits extended abroad | The Second World War Situation 
aggregated $17,612 million, an| When World War II broke out, 
appreciable portion of which was | the clause about payment to in- 
used for refunding purposes. | vestors, regardless of nationality, 
American foreign trade during the was conveniently ignored, and 
same period totalled $133,290 mil-| when the United States and other 
lion. Assuming a reasonable; important countries dropped the 
profit on our foreign trade during | gold standard, payment in gold 
the period in question, the total is| was also, in the main, forgotten. 
Sufficient to offset whatever losses, In order to appeal to the invest- 
may have been sustained by our| ing public anew, it will be neces- 
investors abroad. sary to do something more ef- 
_The principal reason why for-/| fective than was done after World 
eign investments fell into dis-|War I. Many debtors who were 
repute derives from the fact that) unable, or unwilling to meet pay- 
a governmental body investigat- | ments, argued that the default 
ing foreign flotations stressed the| was caused by their inability to 
adverse features of foreign lend- obtain dollars. In order to over- 





Dr. Max Winkler 


ing and confined its analysis to/| 
those foreign bonds with respect | 
to which there may have been) 


irregularity or abuse. Even 


though the total of such loans rep- | 


resented an infinitesimal fraction 
of all our foreign loans, the fact 
that stress was laid upon these 


irregularly floated issues, was ap- | 


parently sufficient to discredit all 
foreign lending. 


come this point, I would suggest 
that with new offerings of foreign 
loans, a_ stipulation should be 
made that payment would be 
made in U. S. dollars, or in the 
event that a debtor should be un- 
able to obtain dollars, in native 
currency at a rate in terms of 
| dollars, no lower than prevailed at 
| the time of the loan contract. It 
|further should be stipulated that 
‘such native currency should be 


New Issue Sale May Be Difficult available to the creditor or any- 


It is agreed that foreign lending | 
is essential to America’s prosper- | 
ity, but in view of the attitude | 
on the part of private investors, | 
the sale of new foreign issues may | 
prove very difficult, because of 
experience and adverse propa- 
ganda, without anyone in high 
places attempting to explain the. 
former and counteract the latter. 


Immediately after World War I, 
Americans speculated heavily in 
foreign securities, most of which 
were payable in internal curren- 
cies. The losses were huge, due | 
to the collapse of these. It has 
been estimated that losses sus- 
tained by Americans through the 
purchase of marks and mark loans 
alone reached the stupendous total 
of two and a half billion dollars. | 


As a result of these losses, resis- | 
tance on the part of the public to. 


/ment of taxes levied by the debtor 
government or political sub-divi- 


one designated by him, without 
any restrictions whatsoever. It 
should also be stipulated that such 
native currency would be ac- 
cepted at full face value in pay- 


sion. 


U. S. Guaranty a Mistake 


I believe it would be a mistake 
to insist that new foreign loans 
carry a guaranty by the U. S. 
Government. The less the gov- 
ernment participates in business 





the better will be the economy of 
the country, in the long run.| 
Furthermore, government guaran- | 
tees are fraught with danger | 
politically: A private banker may | 
reject an application for a loan | 
with impunity. A government 
may not be able to do this. 

I am also of the opinion that 


buying new foreign securities was|setting aside specific securities 


very great. It was felt that the 
two great obstacles to foreign 
lending, or rather the successful 
placing of foreign bonds were: 
fear of war and depreciation of 
exchanges. 


New Clauses 
To overcome the _ above 
hindrances, the banking fraternity 


—_—_—_— 


tional Chamber of Commerce, 
New_York City, April 22, 1949. 


*A talk by Dr. Winkler before 
United States Associates, Interna- 


isuch as customs and other reve- 
|nues or assets are of little value. 
| An obligation of a government is 


|as good or as bad as that gov- 
| ernment’s promise to meet it. 
| However, I would suggest a stipu- 
(7 in new foreign lending, 


| especially inundeveloped or| 


|underdeveloped countries, which 
| is bound to have an appeal to the 
‘The sponsors of foreign loans 
‘should devise what I would term 


- -a Prosperity Index. which would 


'enterprising American investor: | 





take into account various eco- 
nomic, financial and social fac- 
tors. The obligations would carry 
a certain specific rate of interest 
more or less in line with monetary 
rates, but would pay an additional 
amount, representing a percen- 
tage based upon the Prosperity 
Index. 

I believe with the above safe- 
guards and stipulations, foreign 
lending in new areas as proposed 
in point IV of the President’s In- 
augural Address, would be not 
only feasible but successful. 

The most important factor to 
consider is the general interna- 
tional atmosphere, or as some call 
it, climate. So long as serious 
tension continues in the world and 
so long as there is fear of an im- 
pending catastrophe, the situation 
will not be conductive to the} 
successful marketing of interna- | 
tional securities, however attract- | 


ive and protected. If the govern- 





met is genuinely serious about the 
successful application of point IV 
in the President’s Inaugural Ad- 
dress, steps will have to be taken 
to eliminate or reduce to a mini- 
mum the prevailing fear over new 
international disasters. 


Schwanz & Go., Inc. 
Formed in Illinois 


(Special to Tue FINaNcIAL CHRONICLE) 

AURORA, ILL. — Schwanz & 
Co., Inc., has been formed with 
offices at 104 Fox Street to en- 





gage in the securities business. 
Officers are Fred W. Schwanz, 
President; Emil O. Schwanz, 
Vice-President, and Fred D. 


Schwanz, Secretary and Treas- 
urer. Emil O. Schwanz was for- 
merly Vice-President of Slayton 
& Co., Inc. Fred D. Schwanz was 
with William H. Flentye & Co. 

Also associated with the new 
firm will be John M. Weiss. 





Adams & Campbell 
With Shields & Co. 


(Special to Tue FINaNciaL CHRONICLE) 

LOS ANGELES, CALIF.—AIl- 
bert B. Adams and Kenneth E. 
Campbell have become associated 
with Shields & Co., 510 West 
Sixth Street. Both were former- 
ly with Buckley Bros. 


Two With Fewel & Co. 


(Special to Tue Francia. CHRONICLE) 

LOS ANGELES, CALIF.—Carl 
B. Ruble and Andreas A. Schell 
have become connected . with 
Fewel & Co., 453 South Spring 
Street, members of the Los An- 
geles Stock Exchange. Mr. Ruble 
was previously with Bartling & 
Co.; Mr. Schell was with G, 
Brashears & Co. 














Dated May 1, 1949 


OTIS & CO. 
(INCORPORATED) 
STERN BROTHERS & CO. 
HILL & CO. 


J.C. BRADFORD & CO. 


April 28, 1949, 


This announcement is not an offer to sel! or a solicitation of an offer to buy these securities. 
The offering is made only by the Prospectus. 


$8,300,000 


Arkansas Power & Light Company 
334% Sinking Fund Debentures due 1974 


Price 102% and accrued interest 


The Prospectus may be obtained in any State in which this announcement is circulated from only such 
of the undersigned and other dealers as may lawfully offer these securities in such State. 


HALSEY, STUART & CO. INc. 
BURR & COMPANY, INC. 
R. L. DAY & CO. 


MULLANEY, WELLS & COMPANY 


WHEELOCK & CUMMINS 


INCORPORATED 


GREEN, ELLIS & ANDERSON 


Due May 1, 1974 


GREGORY & SON 


INCORPORATED 


THOMAS & COMPANY 
WALTER STOKES & CO. 


























OTIS & CO. 


(INCORPORATED) 





April 27, 1949 


R. W. PRESSPRICH & CO. 
L. F. ROTHSCHILD & CO. 


FIRST OF MICHIGAN CORPORATION 


THE ILLINOIS COMPANY 
McMASTER HUTCHINSON & CO. 


$5,520,000 
Illinois Central 


Equipment Trust, Series DD 


2%% Equipment Trust Certificates 


(Philadelphia Plan) 


To mature $276,000 semi-annually from November 1, 1949 to May 1, 1959, inclusive 


To be guaranteed unconditionally as to payment of principal and dividends by endorsement 


by Illinois Central Ratlroad Company 


Priced to yield 1.35% to 2.525%, according to maturity 


Issuance and sale of these Certificates are subject to authorization by the Interstate Commerce Commission. 
The Offering Circular may be obtained in any state in which this announcement is circulated from only 
such of the undersigned and other dealers. as may lawfully offer these securities in such state. 


HALSEY, STUART & CO. INC. 
A. G. BECKER & CO. 


INCORPORATED 


HORNBLOWER & WEEKS 

WILLIAM BLAIR & COMPANY 
FREEMAN & COMPANY 
WM. E. POLLOCK & CO., INC. 
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ATIONAL 
. ECURITIES SERIES 


Prospectus upon request from 








your investment dealer, or from 
NATIONAL SECURITIES & 


RESEARCH CORPORATION 
120 BROADWAY, NEW YORK 5, N. Y. 














BuLtock Funp, Lt». 
DIivipEND SHARES, INC. 
NATION-WIDE Securitizs Co, 






Prospectuses 
available 
from 


Investmens 
Dealers or 


CALVIN BULLOCK 
\y Established 1894 














Manhattan 
bond Fund 


Prospectus from your Investment Dealeror | 
HUGH W. LONG & CO. 


\ STREET, NEW YORK SN Y 
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Keys tone 
Cus todiat 


Funds 


Certificates of Participation in 
INVESTMENT FUNDS 
investing their capital 
IN 
BONDS 
(Series B1-B2-B3-B4) 


PREFERRED STOCKS 
(Series K1-K2) | 


COMMON STOCKS 
(Series S1-S2-S3-S4) 


Prospectus from 
your local investment dealer or 


The Keystone Company 
of Boston 

50 Congress Street 
Boston 9, Massachusetts 




















| for the 1st quarter of 48. Furthermore, net sales a 





motto is, “Better late than never.” 


| 


| 
j 


| year. In sharp contrast, the number of shares traded on the New York 


| amounted to $1,562,000,000 as compared with $1,443,000,000 a yeal 
| ago. 


| both a dollar and a percentage basis. 


one of the soundest ways to conserve capital in declining markets 
and to augment capital during advancing markets of major propor- | 


in a major market cycle, over a period cf years such a plan should 
produce far better results than the average investor obtains either 
through a ‘buy ’em and hold ’em’ policy or through trying to pick 
the tops and bottoms of market swings.”’—Quoted from a National | 
Securities and Research Corp. folder. 


porate earnings and assets is again illustrated by the following table 
which shows certain issues currently owned by Selected American 
Shares which are selling at prices at or below the amount of earnings 
plowed back in the past 10 years. As Interstate Departmen: Stores 
has not yet reported 1948 earnings, the Interstate figure contains an 
estimate for that year: 
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First Quarter Sales 25% Ahead of Last Year 
During the Ist quarter of °49, gross sales of mutual funds 
amounted to $78,800,000, 25% above the $62,600,000 total reported 
as a result of de- 
creased redemptions ran some 50% ahead of the same period last 
Stock Exchange declined nearly 5% during the same periods. 
As of March 31, 1949, net assets of 80-odd leading mutual funds 


Nearly all types of mutual funds have reported improved sales 
so far this year with balanced funds showing the largest increase on 


In recent months, more and more member firms have decided 
to get aboard the mutual fund “band wagon.” It looks as if their 


The Formula Method of Investing 

It is a well known fact that the average investor is prone to 
buy stocks after an extended rise in the market and to sell stocks, or 
take no action, after an extended decline. 

“Common sense dictates that he should do the reverse. But emo- 
tionalism, the lure of quick profits on the one hand and the fear of 
further losses on the other, has far more effect on investment de- 
cisions than most of us are willing to admit. 

“Even among professional investors, trustees, managers of estates 
and the like, the emotional factor exists—although to a lesser degree 
than with the average individual 

“Some years ago the idea of formula plan investing was worked 
out to eliminate this human frailty, the emotional element that tends 
to warp the judgment of even the most experienced investors. 

“During the past decade, formula pian investing has been suc- | 
cessfully used by the managers of large endowment funds such as| 
those of Yale, Vassar, and Oberlin and also as an aid in the investing | 
of many institutional funds. Likewise, many individual investors 
have discovered a new feeling of reiief and security through the 
utilization of formula investment. Today, it is generally accepted as | 


tions. 
“While no formula plan obtains the maximum profit possible 


Corporate Assets vs. Stock Prices | 
“The lowly value at which the market currently appraises cor- 


1938 10 Year (1959-1948) per Share 


Prominent Personalities 


(16th of a Series) 


WILLIAM A. PARKER 
President, Incorporated Investors 


William A. Parker, a “Proper Bestonian,’ was one of the 
pioneers in the open-end investment company business. In 
1925, when he was a salesman with a Boston brokerage 
house, he joined a small group of men to organize Incor- 
porated Investors. Parker’s Boston back- 
ground, in particular his work with the 
administration of the Ames’ Estate, had 
made him very familiar with the work 
of the Boston Trustee. This peculiarly 
Boston institution, with its tradition of 
responsibility, prudence and care for the 
preservation of purchasing power 
through common stocks, established the 
philosophy of the early investment com- 
panies in this country. 

Looking back, now that the assets 
of open-end investment companies have 
topped a $1% billion, Parker is proud 
to have been a pioneer in the creation 
of the goliath which the business has 
become. In the early days, when the 
portfolio of his company consisted of 
investments of not over 100 shares in 
each of 16 companies, today’s list of more than $60 million 
in nearly 90 corporations wouid have seemed almost in- 
conceivable. In those days Parker was tramping the streets 
all over the country selling the mutual fund “gospel” to 
anyone who would listen. Ever since his company has 
reached maturity, however, he has devoted his time prin- 
cipally to management. 

In the tradition of most Boston trustees, outside respon- 
sibilities weigh heavily on his “spare” time. Until recently 
Chairman of Disaster Relief for the city (his most tragic 
assignment, the Cocoanut Grove fire in which 498 perished), 
he is now Vice-Chairman of the Boston Red Cross. He is 
also a member of the board of managers of the Massachusetts 
Eye and Ear Infirmary and a trustee of The Provident In- 
stitution for Savings. In his home town, North Easton, he 
has served for many years as financial advisor for public 
funds, such as those of the Library, Schools, Highways and 
Church, ete. His directorships, past and present, include 
Commonwealth and Southern, Rayonier, Loew’s, First Na- 
tionai Bank of Boston, Fiduciary Trust Company and many 
others. In addition to these activities, he is a perennial can- 
didate to head up fund-raising campezigns for Boston’s nu- 
merous charities. 

While these duties take up much of this time, Parker 
finds some time for recreation. He used to call himself a 
good second-rate golfer, but now prefers to sail the coast of 
Maine and the waters of the Bahamas in search of fish. The 
past year was an unusually successful one for him, pisca- 
torially speaking, as he managed to catcn several striped 
bass in northern waters and some elusive bone fish off 
Bimini. 

At all times, Parker reads voraciously among financial 
and industrial reports and analyses. A firm believer in long- 
term capital appreciation as opposed to hunting for current 





William A. Parker 





“Time alone will tell whether corporate assets are currently on | 
the bargain counter. Currently, however, it may be said with con- | 
siderable assurance that bargains are much less convincing in other 
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Interstate Department Stores__ 12 33.05 10.70 22.35 1934 
Leckneed Aircraft ............. 21°54 43.98 15.00 28.98 21% 


income, he is always searching for growth situations. Highly 
conservative in politics, he is not conservative about the 
future of the mutual fund business. He believes that it is 
vitally necessary that the new owners of the country’s 
wealth stak2 out an interest in the free enterprise system 
and that mutual funds are the logical place for their funds. 




















Grady, Berwald & Go. 


To Be Formed in NYC 


| 
| sectors of the economy.’—From “These Things Seemed Important,’’ 
| issued by Selected Investments Co. of Chicago. 


Market Outlook 


“In the present instance the investrnent outlook is unusual in 


SECURITIES, INC. 


Effective May 2, the business 


nd and personnel of Berwald & Co. 
52 CONSECUTIVE | will be consolidated with F. L. 
DIVIDEND |Grady & Co., Inc. and the firm 


name will be changed to Grady, 
Berwald & Co., Inc, Offices will 
be at 30 Pine Street, New York 


The following 2nd quarter dividends 
from net investment income have been 
declared payable May 31, 1949 to 
shareholders of record May 13, 1949. 
Class be Edmond P. Rochat, President; | 
errr .09 
DES <3 sos woe oe .09 


Electrical Equipment. ose “ohm 


Ar oe 
SS «0's ween eunéws .10 Frank L. Grady and Charles M.| cpportunities. 
Chemical..... cone. ae Kaiser, Vice-Presidents: 


that, although the trend of general business activity is downward, 
most of the other factors, including a number which have depressed 
investors over the past several years, seem to be changing in a 
favorable direction. The investment situation thus boils down to 
a low price level and a favorable trend in the non-business factors 
on one hand against probable contraction in business and earnings 
City. Officers of the new firm will | 0 the other. 
“A temporary business decline is likely to have little effect upon 
Otto A. Berwald, Vice-President | the longer-range earnings outlook of well managed eompanies in 
'and Treasurer; G. Nelson Mergott, | sound industries. 
.07 Vice-President and Secretary; and| able sometimes presents very attractive longer-range mvestment 
In most depressions in the past the best time to 
purchase common stocks has been a few months after the start of the 

F. L. Grady & Co., Inc. was| general business decline. Even in such an unfavorable year as 1907 
formed in 1933. Berwald & Co.| this held true. 


In fact, a situation which is temporarily unfavor- 
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Fully Administered..... .09 was formed Jan. 1, 1944 as succes- 

General Bond.......... .10 

Industrial Machinery.... .10 which had been established 

Institutional Bond...... -09 1915. 

Investing Company..... -10 $e $$$ $$. 

bend “Sty yo C. V. Converse Co. Formed | 

SS eee . 08 ALLENTOWN, PA.—C. Vaughn | 

Petroleum...... . 09 

eS ES 

Railroad Equipment..... .07 

Railroad Stock...... eT securities business. Mr. Converse | 

ee cece’ ae was previously a partner in Con- 

i eo. verse, Pokorny & Co. and in the 
| ME .05 past conducted his own firm in 

JS Allentown. 





“While the numerous uncertainties obviously call for continued 


sor to Robert C. Mayer & Co., Inc.| caution, the longer-range outlook, in our view, contains more 
in| strongly favorable possibilities than it has for several years.”—An 


excerpt from Axe-Houghton’s “News.” 


“Wall Street Doesn’t Sell Stocks’’ 


“Fortune” ran an article in the April issue under the above title. 


Converse has formed C. V. Con-| It serves to underline the increasing public interest in the invest- 
verse & Co. with offices at 514; ment trust industry. Describing the difficulty of selling common 
Hamilton Street, to engage in the/| stocks to individuals in the lower income backets, it reads: 


“Many people sincerely believe that cquity investment is by 
nature too speculative for the low-income investor. Emil Schram, 
for example, last year said: ‘It has been our objective to encourage 
| the smaller investor to buy U. S. Government bonds where risk is 
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minimized.’ Others, however, do not-share Mr. Schram’s extreme 
solicitude. Risk taking, they point out, is fundamental to capitalism. 

“One trouble, of course, is that the average man coesn’t under- 
stand the fluctuating character of the purchasing power of money. 
He obtzins an illusory feeling of satety from ftixed-return invesi- 
ments and dollar savings. There is too, a lamentabie lack oi public 
understanding of stocks and the stock market. Too ofter the aver- 
age man thinks of a stock only as something to take an occasional 
flyer in, something to gamble with. He doesn’t think of stocks as a 
repository of savings—a way of participating in our corporate en- 
ter prise and national growth. 

“How then can Wall Street reach the millions of prospering small 
capitalists of Main Street? No one would seriously suggest that 
brokers should hit the pavements and try to peddle single shares of 
A. T. & T. The high cost of such a method would have to be passed 
en to the customer, and the results. would certainly prove disastrous. 
On the other hand it is becoming obvious that Main Street is Wall 
Street's last hope for keeping the necessury stream of equity capital 
flowing. 

“Fortunately there is one way that ownership in U. S. industry 
ean be sold to the little man fairly, profitably. and on a sound and 
tested basis. That way is through a device known variously as the 
open-end investment company or the mutual fund. Essentially this 
is a pool of money contributed by individuals who share in the 
profits resulting from its investment. The advantage to the small 
investor of such amalgamated investmeni is that he gets professional 
management for his money and does not have to put all his eggs in 
one basket. The advantage to the market as a whole is that some 
new blood is pumped into its woefully anemic bcedy.’—From the 
Parker Ceorporation’s ‘Letter.’ 
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SECURITY TRADERS ASSOCIATION OF NEW YORK 

The Security Traders Association of New York held its 13th 
annual dinner at the Waldorf Astoria Hotel on April 22. Pictures 
taken at the dirfner appear in today’s issue of the “Chronicle,” 
starting on page 23. Arthur C. Sacco of Detmer & Co., Chicago, IIl., 
was awarded a Keller Motors Corporation Station Wagon. 


SECURITY TRADEKS ASSOCIATION OF LOS ANGELES 


The Security Traders Association of Los Angeles bowling league 
completed another highly successful season April 14 with a bowling 
Carnival and banquet. A special match between the top bowlers 
labeled the ‘“Kreams” and the lowest average boys called the 
“Krums’” resulted in the “Kreams” overcoming a 194 pins-per-game 
spot representing 100% of the difference in averages to win going 
away by 74 pins as they bunched strikes in the ninth and 10 frames 
of a final game. 

The winning “Kreams” were: Scotty Stout, First California Co., 
Captain; Neiland Van Arsdale, Blyth & Co., Inc.; Bob Diehi, Demp- 
sey-Tegeler & Co.; Bill Miller, Fairman & Co.; Bill McCready, Geyer 
& Co.; and Pete Britfain. The never-say-die “Krums” team consisted 
of Cantain Forrest Chipley. Quincy Cass & Associates; Jim Fraser, 
Stern, Frank & Mayer; Jack Kelsey, Wm. R. Staats Co.; Al Walker, 
Floyd A. Allen & Co:: Joe La Puma. Barbour, Smith.& Co.; and Bud 
Dorroh, Wn. R. Staats Co. Needless to say the ““Krums” had the gal- 
lery support all the way. 

Following the special match, a handicap headpin tournament 
was held with high-series winners being Bill McCready, tirst; Scotty 
Stout. second; and Nick Kirwan, Dean Witter & Co., third. High 
single game winners were Brooke Townsend, first; Bill McCready, 


second; and Nick Kirwan, third. | 
Adjournment to the University Club for dinner and entertain- | 
ment was highlighted by presentation of awards. The champion 


team and receiver of the perpetual trophy was Bob Diehl; Joe Ryons, 
Pacific Co. of California, and Jack Kelsey, who finished five games 
in front. Hi-Season individual series was won by A. S. MceOmber, 
Revel Miller & Co., with a 688 as Scotty Stout, owner of hi-season 
average of 179, took the hi-single game honors on his 242. The team 
hi-series and single game awards were both won by the M«cOmber- 
Johnson-Dorroh combine with 1,628 and 625 respectively. An appro- 
priate special award was given to Forrest Shipley for consistency 
of accomplishment in face of extreme odds. 

Bob Dichl, the league Secretary and keeper of the records, as- 





sisted by Joe Ryons, handled party arrangements and due recognition 
was made to Treasurer Bud Tuttler, Edgerton Wykof{ & Co., who} 
— sufficient funds to meet all expenses with a ener 





Reports Decline in Plant Expansion Contracts 


F. W. Dodge Corporation estimates 19°, drop in 
1st quarter of 1949, compared with previous year. 


A declire in the rate of industrial plant expansion in the 37) 
states east of the Rocky Mountains during the first quarter of the| 
year was reported April 21 by F. W. Dodge Corporation, a fact-find- | 
ing organization for the building industry. | 

Contracts for manufacturing buildings awarded in the eastern | 
sections of the United States aggregated $147,605,000 in the first 
three months to reflect a 19% drop from the total of $181,240,000 
reported for the corresponding period of last year. The figures do 
not include machinery or equipment used in manufacturing. 

The decline was attributable to sharp drops in the rate of| 
awards by the chemical, food products, and textile processing groups, 
and by deciines in the iron and steel, lumber and woodworking 
mechanical groups. 

All other major processing and mechanical industries showed 
increases in building contracts awarded. 

Awards in the paper and pulp group, among petroleum process- 
and refineries, automobile and aircraft industries, and in the 
clay and glass products industries were up substantially. 


ing 
stone, 


Agricultural Prices, Plant Expansion and the 


Office of the Secretary, U. 


By LOUIS H. BEAN* 


Economic Outlook 


S. Department of Agriculture 


Government economist asserts stable and rising economic level requires assurance farm income will not 
collapse, and businessmen change plans for cutting down capital expenditures. Maintains in relation 
te normal prosperity requirements we have shortages in steel capacity, power, fertilizer, and other basic 


materials. 


The economic outlook is bound up with two of the most unstable factors in the eco- 
nomic cycle, agricultural prices and industrial capital expenditures. For the immediate fu- 
ture, both of these factors suggest substantial stability in total employment and purchasing 


power. 
the long run, 
the mainte- 
nance of a sta- 
ble and rising 
economic level 
would require 
making sure 
that farm 
prices and in- 
come do not 
collapse under 
abundant pro- 
duction, and 
that business- 
men either al- 
ter their pres- 
ent plans to 
bring capital 
expenditures down by 40% in the 
next five years or encourage off- 
setting expansion in other parts of | 
the economy. 

The course of agriculatural and | 
industrial prices during the past 
year or more has followed the| 
pattern of 1920, but not with the | 
intensity that brought on the 1921 
depression. Since V-J Day, in 1945, 
prices have moved in about the 
same way as they did after the 
1918 armistice, allowing for a 
longer time interval after World 
War II, but the agricultural price 
support program and the large and 
relatively stable Federal budget 
are reasonable assurances against 
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“A talk by Mr. Bean at the fo- 


rum of the Modern Industrial 
Bank, New York City, 
1949. 
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another drop in agsicutural prices 
this year such as we experienced 
In 1948. 


Prospects for Farm Income 


Farmers’ plans for sustained 
acreage and livestock numbers 
and intentions to feed a record 
stock of corn to meat animals 
point to the maintenance of the 
record high level of farm output. 
Consequently, farm purchasing 
power this year will be deter- 
mined by the level of farm prices. 
The Bureau of Agricultural Eco- 
nomics has just estimated that 
with lower prices in _ prospect, 
farm cash income for 1949 may 
be about 10% under that of 1948— 
$27.5 billion compared with $31 
| billion in 1948. : 
| Business ‘executives have re- 
ported to the Department of Com- 
‘merce and the Securities and 
_Exchange Commission that they 
plan to spend on new plant and 
equipment an amount only 5% 
below the 1948 record of $19 
billion, the larger part of this cur- 
tailment being planned for the last 





| 


are of course predicated 


this year about the same as 


1948. 
If 


farm cash 





| plant and equipment at $18 billion, 


half of 1949. These expenditures | 
on the | 
expectation that sales will average | 
in | 





the national income could be ex- 
pected to stay above $200 billion 
(compared with $224 billion in 
1948). While farm cash income 
and business capital expenditure 
are not strictly comparable since 
farm cash income represents a 
combination of both farm expen- 
ditures for both capital and con- 
sumer goods, the two may be 
combined to show their basic rela- 
tion to. the national economy in 
prosperity years. For example, in 
1929, when farm cash income 
amounted to $11.3 billion and 
business capital] expenditure to 
$9.2 billion, the national income 
was $87.4 billion, or 4.3 times the 
combination ($20.5 billion). In 
1930, national income was 4.5 
times the combination, and in 1936 
and 1937, the ratio was 4.8 and 
4.7, respectively. In 1948, with 
farm cash income at $31 billion 
and business capital expenditure 
at $19.2, the national income of 
$224 billion was again 4.5 times 
the sum of the farm and business - 
figures ($50.2 billion). These 


stable relationships under com- 
parable conditions of full employ- 
ment point up the basic inter- 
dependence between agriculture 
and industry. Farmers have a 


| Vital interest in a high and sus- 


! 


income can be| |tained volume of industrial cap- 
kept at about the $27 billion level | |ital investment and business has 
April 20,|@Nd business expenditure for new | an equally vital stake in prevent- 


(Continued on page 39) 





435,282 


underwriters, 


Goldman, Sachs & Co. 
Eastman, Dillon & Co. 


Incorporated 





Dillon, Read & Co. Inc. 


Stone & Webster Securities Corporation 


A. C. Allyn and Company 
E. F. Hutton & Company 


435,282 Shares 


Common Capital Stock 
Par Value $10 per Share 


Price $30 per Share 
(ex-right) 


the undersigned, as may 


Lehman Brothers 


Subscription warrants evidencing rights to subscribe for additional shares of Common 
Capital Stock have been issued by the Corporation to its stockholders. The above 
shares consist of 129,594 shares 
warrants which the underwriters have acquired and agreed to exercise and 305,688 
outstanding shares purchased by the underwriters from a selling stockholder. 


issuab'e pursuant to subscription 


legally 


This announcement is not an offer of securities for sale or a solicitation of an offer to buy securities. 


April 26, 1949 


Mississippi River Fuel Corporation 





Copies of the Prospectus may be obtained from such of the several 
including 
securities in compliance with the securities laws of the respective States. 


these 


offer 


Union Securities Corporation 


White, Weld & Co. 
Smith, Barney & Co. 


Merrill Lynch, Pierce, Fenner & Beane 


Equitable Securities Corporation 


Carl M. Leeb, Rhoades & Co. 
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Canadian Securities 


By WILLIAM J. McKAY 


The natural economic tide continues to exert increasing pressure | 
on the artificial barriers which permit the maintenance of wartime 


Expansion Move on 
70th Anniversary 














Syndicate and Securities Distribu- 


restrictions and overvalued currencies. In spite of the obvious trend 


and efforts in many directions to 
exchange, 
bureaucratic controls still consti- 
tutes an apparently insurmount- 
able obstacle. 

As in the case of Canada it 
has been possible in the past to 
advance a logical case for the 
maintenance of the existing cur- 


rency parities and ipso facto the | 


continuance of supporting re- 


strictions and controls. 


the parity of the Canadian dollar 
when the economic trend sug- 
gested an accentuation of infla- 
tionary pressures; when the tide 
has turned clearly in the opposite 
direction however, suggestions of 
similar corrective action meet 
with official disapproval. During 
the period of the seller’s market 
British denials of sterling deval- 
uation were backed by logical 
economic arguments which were 
uncontradictable at that time. 
was stated, however, that in the 
event of the disappearance of the 
seller’s market the question of 
currency adjustment would re- 
ceive further consideration. 
change has now taken place and 
was officially acknowledged in a 
statement by the British Board of 
Trade that the problem was no 
longer one of production but of 
selling. 

Further recognition of this fact 
is evidenced by the recent price- 
eutting of British automobiles — 
Britain’s leading export—in an 
effort to meet increasing competi- 
tion in the world’s, market. For 
these reasons therefore Britain 


liberalize world trade and foreign, 





the British svstem of%- 


Canada | 
moreover did not hesitate to raise | 


It | 


| At the same time there is, 
mounting impatience here con- 
| cerning the failure on the part of | 
| the countries which benefit from | 
ECA assistance to promote condi- | 
tions favoring a freer exchange of 
goods and currencies. To an in-| 
| creasing decree British adamancy | 
on the question of currency ad-| 
justment stands out as the princi- 
pal stumbling-block which bars 
the attainment of this objective. 
Moreover the British ‘Common- 
wealth as a whole is not undivided | 
in its views on this subject. South | 
Africa openly advocates sterling |,. , 
devaluation in order to raise the | tion Department with A. Glen 
price of gold. Australia expects to | Acheson as its director. 

be able to avoid the action taken| The expansion move was an- 
by New Zealand in raising the| nounced by Harold L. Bache 
exchange parity, as a similar re-|managing partner, at a_ special 
sult would be achieved by Britain | luncheon at the Bankers Club il 
taking the initiative to devalue |commemoration of the firm’s 70th 
sterling. In the case of Canada,| Anniversary which will be ob- 
not only the gold-mining interests | served Sunday, May 1. 

put also a large body of public} Mr, Acheson, who has a record 
opinion opposed the step taken by | of more than 30 years service in 


Harold L. Bache 


A. Glen Acheson 


the Canadian authorities in plac- 





This | 


ing the dollar at parity with the 
U. S. dollar. 

In the event of a Conservative 
victory in the forthcoming Do- 
minion elections, one of the first 
steps to be taken by the new ad- 
ministration would undoubtedly 
be the lifting of exchange restric- 
tions and thereby permitting the 
Canadian dollar to find a natural 


|pate the logical sequence of 
events, and by taking the initia- 
tive might avoid subsequent en- 


level. Thus Canada might antici- | 


{forced action as a result of the in- 





must consider the question of ex- 
change adjustment. The only tolerable pressures set up by the | 
practical alternative would lie in| ©haln-reaction of currency deval- | 
the general paring of British ex-| uations within and without the} 
port prices. This, however, is not | British Commonwealth. | 
an economic solution under pres- | ; ass 

ent conditions in view of the Brit-|_ During the week there was a| 
ish handicap of nationalized in-|CO™tinued state of inertia in both | 
dustries and the additional costs| the external and internal sections 
imposed by the system of elab-| ° the bond market. The corpo-. 


orate bureaucratic controls | rate-arbitrage after earlier firm- 
. on 'ness was subsequently weaker, 
Meanwhile other countries, not- | but free funds, aithough’the vol- 


ably Belgium and France, are tak- | 


'established policy 


| he financial district, formerly wa: 
a general partner in Lazard Freres 
|& Co. and F. S. Moseley & Co., 
prior to which he was an Assist- 
ant Vice-President of Chase-Har- 
ris Forbes Corp. Mr. Acheson 
served in the Navy in both World 
Wars, holding the rank of Com- 
mander in World War II. 

“The entrance of Bache & Co 
|into this field marks a significant 





|milestone in our road of progress,” 
| Mr. Bache said at the luncheon. 
'“It is consistent with the long- 
of the Bache 
organization to keep abreast of 
customer demands for a complete, 
well-rounded service. 

“The establishment of this new 
department under the direction of 
Mr. Acheson further expands our 
activities into the important field 


|of syndicate and security distribu- 


tion. Our many thousands of cus- 
tomers who are engaged in va- 


'rious industrial pursuits and en- 
| terprises, are welcome to consult 


ing devious steps to break the 
foreign exchange deadlock and 
thereby lower their own export 


price-level. Sweden on the other! influences of 


hand threatens to take direct 
action by formal devaluation of 
‘the kronor vis-a-vis the U. S. dol- 


ume of turnover was small, were 


| 


‘and discuss with us their financing 


Frege rend paras ee ong 8 on | problems.” 
‘York Seed mackie and the Sabsibite | at, Dace tien touched on the 
the imminent Ca-| history of the firm, tracing its 


: P : - | background from its’. origiral 
nadian elections still exert curi- | . . 
‘ously litile effect on free funds | predecessor, Leopold Cahn & Co., 


_and the Dominion internal bonds. | ie be tesa Cabo py Pg # 


lar only. In this event the over-| The stock markets after a sharp 

,decline following the break in 
|New York staged a moderate re- 
covery in iater sessions. Base- 
metals displayed the greatest de- 
gree of weakness following a/| 
further cut in the price of copper. | 
| The golds on the other hand still 


CANADIAN BONDS || 


| lower prices. 


valuation of the pound would be 
even more glaringly exposed. 








met with investor demand at the | 
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GOVERNMENT 
| 
. ‘ 
PROVINCIAL ‘Merrill Lynch Firm 
MUNICIPAL (Special to THe FrvanctaL CHRonicze) 
| ST. LOUIS, MO.—Major B. Ein- 
| > ’ ° jor Bb. fin 
CORPORATION \stein has become associated with 
| Merrill Lynch, Pierce, Fenner & 
| Beane, 511 Locust Street. He was 


formerly a partner in Waldheim, 
Platt & Co. | 


rr 
William J. Anderson, Jr. 
BOSTON, MASS. — William J. 


CANADIAN STOCKS 


a Anderson, Jr., will engage in a| 

ed business from offices at) 

tate Street. He was previously 

A. E. AMES & co. an officer of Anderson & Millett, 
INCORPORATED Inc. 





TWO WALL STREET 
NEW YORK 5, N. Y. 


—————EE 
With Uhlmann & Latshaw 
(Special to Tue Frmnancran CHRONICLE) 
KANSAS CITY, MO. — Hanan} 
A. Eisen has been added to the| 
Staff of Uhlmann & Latshaw, Board 
of Trade Building, members of the” 
New York Stock Exchange, 
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of Jules S. Bache, who joined the 


|firm a year later as cashier. 


On Jan. 1, 1892, Jules S. Bache 
—who had become a general part- 
ner—reorganized the firm as J. S. 
Bache & Co. Harold L. Bache 


/joined the firm in 1914 and became 


its managing partner when the 
firm was reorganized in 1945 as 
Bache & Co., following the death 


of Jules S. Bache. 


From its inception, the Bache 
organization has kept pace with 
the swift flow of industrial and 
financial expansion and has played 
a leading part in the growth of 


| the nation’s security and commod- 


ity business. 


Today the firm has 17 general 
partners, and 3 limited partners. 
It maintains 40 branches with 
numerous correspondents, and 
holds memberships in the New 
York Stock Exchange and 23 other 
commodity and _ security ex- 
changes. Abroad the firm has of- 


fices in Toronto, London and 
Paris, and a correspondent in 
Mexico City. 

In closing, Mr. Bache said: 

“As we face our seventy-first 
year, we say, in the words of 
‘To be 
ty years young is sometimes 


Oliver Wendell Holmes: 
| seven 


far more cheerful 
than to be forty years old.’ ” 


Bache & Co. has established a:| 








|in the matter of allocation of raw | 





| New 


1 


and hopeful) tailed information and advice re-| 





| government in a very strong po- 


| Bache Go. Announces Britain Seeks Greater 


Exports to Dollar Area 


By PAUL EINZIG 
Dr. Einzig recounts British plans to increase her exports to dollar 
area so as to be in more balanced’ position when ECA ceases in 
1952. Says British Board of Trade sets up special division to en- 
courage and facilitate exports to North America and has dispatched 
special representatives to U. S. to stimulate sale of British goods. 


LONDON, ENG.—-One of the high points of the Budget debate 
was the declaration made by Mr. Harold Wilson, President of the 
Board of Trade, on the government’s policy regarding Britain’s ex- 
ports to the United States and to Canada. There is but little hope 















that by the @ 

termination of | The government intends to be 
ERP the cur- ‘liberal in the allocation of the 
rencies of dollars required for initial expen- 
countries in |diture in connection with the ex- 


port drive to the Dollar Area. 
Hitherto it has been a fairly wide- 
spread complaint among business- 
men that they have been handi- 


relation of 
which Britain 
has an export 
surplus would 


become con- |capped in their efforts by the 
vertible into #) | tight-fistedness of the Treasury. 
dollars. For 4/In future there will be dollars 


/made available for market re- 
| search, advertising, the establish- 
|ment of agencies and selling and 
servicing organizations in the 
|'U. S. A. and Canada. 
crease exports Dr. Paul Einzig | ‘The President of the Board of 
(to the Dollar | Trade also promised special facili- 
Area. To that end the government | ties by the government’s Export 
has adopted or is adopting a series} Credits Guarantee Department. 
of devices. This department was set up some 
The government intends to let| 25 years ago for the purpose of 
industry know the dollar export| encouraging exports by insuring 
targets. The aim is to increase the| exporiers against losses arising 
erand total of exports to North| from bad debts. It has always 
America ircm $544,000,000 in 1948| been prepared to grant guaran- 
to $720,060,000 in 1950. The Board | tees against risks which commer- 
of Trade will publish specific ob-| cial insurance companies were not 
jectives for broad groups of com-| prepared to insure. Quite recently 
modities. During the past year| the resources at its disposal have 
this system of targets for prouc-| been raised to £500,000,000. For 
tion and exports worked reason-|the sake of earning dollars, the 
ibly well, and the knowledge of | government is prepared to encour- 
the figures aimed at does seem! age exporters to assume certain 
0 provide a stimulus. It certainly risks. 
provides a stronger incentive than | 
mere exhortations that industries! dustrial interests are fully aware 
must do their best to increase| that there is no hope for a really 
their dollar exports. | substantial increase of British ex- 
What is more important, the| ports to the United States unless 
rovernment intends to give prior-| these exports cease to be confined 
ity to exporters to North America| largely to luxuries. The aim is to 
find markets for goods of medium 
| price and quality which could be 
' sold on a large scale. The question 
'is, to what extent will American 
‘official quarters and business in- 
| terests tolerate such a penetration 
‘of British exports into what 
| hitherto has been the almost ex- 
| clusive preserves of American in- 
| dustries. Nothing was said about 
| this aspect of the problem during 
the debate, but it was very much 
| present in the minds of several 
| official and unofficial speakers. It 
is fully realized that even a re- 
duction of the American tariff 
wall would not in itself ensure 
that British goods would be wel- 
comed. Among exporters with ex- 
perience in trade with the United 
States there is a widespread fear 
of the “invisible tariff.” In many 
instances American customs 
authorities applied very unfavor- 
able interpretations of their regu- 
The diversion of exports from) lations, as a result of which un- 
Western Europe or the Sterling| expectedly high tarifi rates were 
Area to the Dollar Area entails| charged, converting an anticipated 
sacrifice. Exporters can be forced | profit into a dead loss. 
to make that sacrifice if the alter- British businessmen and of- 
native is a lower allocation of raw | ficials recently in the United 
material supplies. | States are inclined to be optimis- 
In order to eliminate adminis-| tic about the possibility of a 
trative difficulties, a separate di-| change of attitude in this respect. 
vision has been created in the! For they have encountered a new 
Board of Trade to deal with ex-| spirit among their American op- 
ports to the United States and) posite numbers, a higher degree 
Canada. This should go some way | of understanding towards the dif- 
towards simplifying the task of| ficulties of Britain and Western 
exporters who had to deal until| Europe, and towards the impera- 
now with several government de-_| tive need for balancing their dol- 
partments, involving much delay | lar imports to a large degree with 
and inconvenience. the aid of dollar exports. Even 
Four government officials have| now the interests directly con- 
been dispatched to New York,| cerned in safeguarding the Amer- 
Orleans, Chicago and San| ican market for American prod- 
Francisco. They will be concerned | ucts are likely to put up a hard 
with promoting trade in their re- | fight, but official circles in Wash- 
spective regions. Each of these | ington realize that the alternative 
consuls will be assisted by an ex- | to admitting more European goods 
perienced businessman. Through, would be either cutting down ex- 
these and other channels the gov-| ports to Europe or financing the 
ernment will give exporters de- | surplus in some form of assistance 
efter the termination of the Mar- 
i shall Plan. 


this reason it 
is of para- 
mount im- 
sortance for 
Britain to in- 





The government and British in- 


materials and other production 
facilities. In this respect the ex- 
istence of controls has placed the 


sition. Mere exhortations could 
be ignored by manutacturers 
tempted to sell to markets where 
highest profits could be obtained. 
In prevailing conditions such mar- 
kets are mostly in soft currency 
countries; for it stands to reason 
that prices in such countries are 
relatively high — indeed, that is 
one of the causes of the “softness” 
of their currencies, so that British 
exporters can easily sell their 
goods at favorable prices. On the! 
other hand, it is usually much | 
more difficult to seli to hard cur- 
rency countries where prices are 
relatively low. In order to be able 
to export to the Dollar Area, 
British exporters have to be con- 
tent with relatively small profits. 





garding market prospects. 
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“When Would You 
seek Equity Capital?” 


By HARRY A. McDONALD* 
Commissioner, Securities and Exchange Commission 


Commissioner McDonald, in commenting on depression in steck 
market and the decline in new equity financing, lays cause in large 
part to reluctance of business corporations to sell new stock issues 
in present market. Calls this procrastination “a serious mistake.” 
Stresses role of investment banker as counsellor to business on 
financial matters and advocates payment of larger dividends by 
corporations. Sees trend toward dependence of corporations on 
mass of people to absorb stock issues, and calls for fair treatment 
of new shareholders. 


It is very easy to be erthusiastic when the market is up. I know 
the satisfaction that is experienced when a new issue goes out tne 
windovy and then a strong demand pushes the price higher and higher. 
In such tires customers are content and receptive; in fact, they some- 
times seem?-— : 
almost grate-| ticipate about the same volume otf 
iul. The cal-| new securities this year. We can 
endar of new/| also expect that the institutional 
issues is full,| investors this year, as last, will 
as manage-| have about $3.5 billion of new 
ment seeks to| funds to invest in corporate se- 
take advan-/|curities. They will continue to 
tage of the| exert a strong attraction for debt 
prevailing| financing and many corporations 
market optim- | will succumb to that attraction. 
ism. There is! But the rest, almost half, will have 
enough busi-|to come from private investors. 
ness for ev-| What form should this tinancing 
eryone. Of-| take? 
fice overhead| For many years now the SEC 
ceases to be | has served as a sort of financiai 
a worry. | conscience—constantly putting in 

What a dif-| a word for the merits of equity 
ferent picture when the market| financing. Except as to com- 
is down. The share turnover panies registered under the Public 
drops below the break-even point; | Utility Holding Company Act our 
new issues dry up as manage-_| efforts are necessarily limited to 
ment hesitates to risk a market| verbal entreaty. But we are not 
test of its securities. Business| alone in this endeavor. As one 
turns elsewhere for funds—to the| Commentator has _ pointed out, 
banks, or to other credit sources. |““Hardly a week goes by that some- 
Exnansion plans are curtailed and| ne doesn’t write an article on 
restricted to funds from internal | Some aspect of the problem of the 
sources. Public financing is a| ‘Shortage of equity capital’.” Mr. 
last resort, undertaken hesitantly,| Winthrop W. Aldrich recently, in 
and through debt rather than|sPeaking about the utilities 
equity. You can’t meet office | Phrased the issue this way: 
overhead with that kind of busi- | “If there is a flow of capital—lI 
ness. |do not mean debt, I mean equity 

We have been in such a period | capital—to the utilities they will 
now for many months. Since the| exhibit tne vigorous economic 
market break of Sept. 3, 1946, the| virtues that go with risk capital. 
market has kept in a very narrow | lif there is no such flow of equity 
groove. Since the first of this! capital to the utilities, they will 
year the Dow-Jones industrial av-| be obliged to go further into debt 
erage has fluctuated in a range of | and will run down hill not only in 
only 10 points. Record high cor-| financial health but in their ca- 
porate earnings and _ tavorable pacity to render those services to 
yields create not a stir. The re-|the public for which they are 








Harry A. McDonald 





NYSE to Receive 
Additional Nominees 


ticle VII of the Constitution of the 
New York Stock Exchange, to 
provide for a Nominating Com- 
miitee consisting of six members 
and three allied members instead 
ot three members and two allied 
members, submitted to the mem- 
bership on April 8, 1949, having 
been adopted, a special election 
will be held on Monday, June 20, 
1949 for the election of the addi- 
tional three members and one al- 
lied member. This will require the 
Nominating Committee for 1949 to 
submit the names of additional 
nominees. 

The Nominating Committee will 
nold an open meeting in the Board 
of Governors’ Room on the Sixth 
Floor of the Exchange Building at 
3:15 p.m. on Tuesday, May. 3, 1949, 
for the purpose of receiving sug- 
gestions for the positions to be 
filled at the special election. 

All members and their partners 
are cordially invited to attend this 
meeting to suggest candidates for 
the additional nominations. Tnose 
unable to attend may suggest can- 
didates by letter. For the conveni- 
ence of any members or partners 
who may wish to appear individ- 
ually, the Nominating Committee 
will hold meetings on Thursday, 
May 5, and Tuesday, May 10. Ap- 
pointments may be arranged by 
communicating with John C. 
Korn, Secretary of the Exchange. 

As heretofore announced, the 
following have been nominated to 
| serve as members of the Nominat- 
ing Committee for 1950, and will 
be balloted on at the annual elec- 
tion on May 9, 1949: 

Three members of the Ex- 
change: Page Chapman, Jr., Wil- 
liam M. Meehan, Mark C. Melt- 
zer, Jr. 

Two allied members of the Ex- 
change: Joseph W. Dixon, W. Fen- 
ton Johnston. 


tee is eligible for election to the 
Nominating Committee for 1950. 


The proposed amendment of Ar- | 


No governor and no member Of | 
the present Nominating Commit- 


| 
LETTER TO THE EDITOR: 


Says TVA Furnishes Power 


| 


To Atomic Energy Commission 


W. L. Sturdevant, Director of Information of TVA, says it has 


contract to furnish 225,000 kw for Oak Ridge, with more to come. 


project at Oak Ridge, Tennessee. 


the “Congressional Record” of 
June 15, 1948, page 8357, in which 
a letter from Sumner T. Pike, Act- 
ing Chairman of the Atomic 
Energy Commission, states that 
AEC has contract with the TVA 
for 225,000 kw. of power, that the 
average load at that time was 
211.000 kw., and that future de- 
velopments or an emergency might 
result in a need for more than 50,- 
000 kw. additional of TVA power 
and “possibly several times that 
figure.” As a matter of fact, the 
AEC has recently announced a 
large expansion at Oak Ridge and 
in connection therewith has asked 
TVA to supply an additional large 
block of power. Of course, the fact 
that TVA did supply power for 
the Oak Ridge project was known 
long before this, the Army Officer 
in charge having made known im- 
mediately after the atomic bombs 
were dropped at Hiroshima and 
Nagasaki that one of the major 
reasons for the location of the Oak 
Ridge plant was the ability of TVA 
to provide a large amount of elec- 
tric power on a fast schedule. 


The fact that AEC built a steam 
| plant of its own at Oak Ridge, for 
| purposes we do not know except 


that you will note the reference 
|in Mr. Pike’s letter to “type” of 
| power generated at the plant, cer- 
tainly doesn’t alter the fact that 
the Oak Ridge plant has from the 
beginning and does now depend 
upon TVA for large amounts of 
electric power. 

TENN. VALLEY AUTHORITY. 


W. L. STURDEVANT, 
Director of Information. 


Knoxville, Tenn., 
April 21, 1949. 








Editor, The “Commercial and Financial Chronicle”; 


We have just read Carlisle Bargeron’s column, “From Washing- 
ton Ahead ot the News,” on page 7 of your April 7 issue, in which he 
claims that TVA power had nothing to do with the atomic energy 





We would like to refer you to@® 


Savings Bank Bond 
Men Elect Officers 


The Savings Banks Bond Men of 
the State of New York have an- 
nounced the election of the fol- 
lowing officers. President—Jarvis 
S. Hicks, Jr., Vice-President, Long 
Island City Savings Bank; Vice- 
President—John M. Ohlenbusch, 
Assistant Treasurer, Bowery Sav- 
ings Bank; Secretary—Oscar T. 
Madsen, Vice-President, Manhat- 
tan Savings Bank, and Treasurer 
—Rufus F. Duff, securities invest- 


ment officer, Excelsior Savings 
Bank. 





Join Dean Witter Staff 


(Special to THe FINaNcIAL CHRONICLE) 

LOS ANGELES. CALIF.—U. S. 
G. Cherry and Leslie A. Morgan 
have joined the staff of Dean 
Witter & Co., 632 South Spring 
Street. In the past Mr. Morgan 
was with Franklin Wulff & Co. 











Business 
Man’s 


| Bookshelf 























Briton Hadden—A biography of 
the Co-Founder of ‘““Time’—Noel 
F. Busch—Farrar, Straus and 
Company, Inc., 53 East 34th Street, 
New York 16, N. Y.—Cloth—$3.00. 








laxation of margin requirements 
last month, long urged as a partial 
panacea for industry doldrums, 
provided only a brief spurt of 
prices and volume. The market 
seems to treat any news, whether 
good or bad, as bearish. One won- 
ders whether this is just the dark- 
ness before dawn, or whether it is 
the best that can be hoped for. 

I am not a market prognosti- 
cator. The SEC has 1,137 regis- 
tered investment advisors. I am 
not one of them. I don’t know any 
better than you do if the market 
is going up or down or if it will 
continue on its present plateau. 


Business Will Require Capital 


I do know that regardless of 
what the market does, American 
business will continue to require | 
capital in large amounts to re- 
place and expand its plant. Our 
figures show that American busi- 





ness. anticipates spending $18.3 
billion on new plant and equip- | 
“ment in 1949. This is not much} 
less than 1948’s record $19.2 bil-| 
lion. 

I also know that a substantial | 


chartered.” 


At the SEC we do not make a 
fetish of any particular numerical 
ratio of debt to equity, but we de 
have touchstones—and we do in- 
sist, to the limit of our powers, on 
a balanced capital structure. A 
particular ratio which is healthy 
for one cOmpany may be inade- 
quate or overly conservative fo: 
another. A certain amount of lee- 
way and flexibility is necessary. 
The important thing is that there 
always be a sufficient equity cush- 
ion to withstand the shocks of the 
business cycle. 

American industry, overall, has 
financed its postwar construction | 
program on a highly conservative 
basis. Over two-thirds of its ex- | 
penditures have come from inter- | 

| 


nal sources—reserves and undis- | 
tributed profits—which is, in ef- | 
fect, equity money. Howevev. | 
there has been considerable varia- | 
tion between industry classifica- | 
tions and among companies in the | 
same industry. Industrials, on the 
whole, have very little debt. Only | 
one of the major automanufac- | 


The offering is made only by the Prospectus. 


New Issue 


$40,000,000 





Twenty-Five Year 34% Sinking Fund 


Dated April 1, 1949 


—_—_—- - ----— 


This announcement appears as a matter of record only and is under no circumstances to be construed as an 


offering of these Debentures for sale, or as a solicitation of an offer to buy any of such Debentures. 


National Distillers Products Corporation 


Price 101.31% plus accrued interest 


Copies of the Prospectus may be obtained from any of the several 
Underwriters, including the undersigned, only in States in 
which such Underwriters are qualified to act as dealers in 
securities and in which the Prospectus may legally be distributed. 


April 26, 1949 


Debentures 
Due April 1, 1974 




































part of this vast sum will have to| turers, for example, has any sig- 
be raised through the sale of new | nificant amount of long-term debt 
- securities. Last year American in- | Outstanding. Utilities, on the other 
.dustry marketed $4.7 billion of| hand, can properly handle a siz- 
new bonds and $1.2 billion of new | @ble proportion of debt in their 
- preferred and common stock —a/| Capital structures. Their heavy 
total of almost $6 billion of new| investment in plant, relativels 
money raised from private and in-| Stable earnings, and long-term 
stitutional investors. We can an- | growth trend makes it feasible for | 
'them to undertake a certain 
#An address by Commissioner | 2mount of fixed charge financing. 
McDonald before the Philadelphia | But even here there is a limit to 
Securities Association, Philadel-|the degree of inflexibility which 
phia, Pa., April 27, 1949. (Continued on page 41) 





Blyth & Co., Inc. 
Hayden, Stone & Co. 
Lehman Brothers 





Glore, Forgan & Co. 
The First Boston Corporation 


Stone & Webster Securities Corporation Union Securities Corporation 


Harriman Ripley & Co. 


Incorporated 


Goldman, Sachs & Co. 


Kidder, Peabody & Co. W.C. Langley & Co. 
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Nielsen a Director 


Gerald B. Nielsen has been 


elected a Director of York Axle 























Gerald B. Nielsen 


& Forge Co., York, Pa. Mr. Niel-| 
sen is a partner of Schafer, Miller 
& Co., New York City, members 
of the New York Stock Exchange. 


With C. W. Scranton Co. 


(Special to Tue FINANCIAL CHRONICLE) 

NEW HAVEN, CONN.—John A. 
Schoonover has become associ- 
ated with Chas. W. Scranton & | 
Co., 209 Church Street, members | 
of the New York Stock Exchange. | 


With Paul A. Davis Co. 


(Special to THe FrnanciaL CHRONICLE) 
MIAMI, FLA.—John D. Talbot | 
is with Paul A, Davis & Co., In- 
graham Building. 





REPORT OF CONDITION OF 


Underwriters Trust 
Company 


of 50 Broadway, New York 4, New York, | 
et the close of business on April 11, 1949, | 
published in accordance with a call made 
by the Superintendent of Banks pursuant | 
to the provisions of the Banking Law of | 





the State of New York. 


ASSETS 

Cash, balances with other 
banking institutions, in- 
cluding reserve balances, 


and cash items in process | 


of collection $9,522,597.78 
United States Government 
obligations, direct and | 
guaranteed 8,643,700.44 | 
Obligations of States and | 
Political subdivisions 5,218.464, 6g | 


Other bonds, notes, and de- 
bentures 

fLoans and discounts (includ- 
ing $2,732.28 overdrafts) 

Banking premises owned, 
mone; furniture and fix- 
tures and vaults 

Other assets 


vi 


17 51.6 


3 


uo 


11,538,885.42 


53,956.32 | 
134,130.19 | 


TOTAL ASSETS $36,886,986.47 


LIABILITIES 
Demand deposits of individ- 
uals, partnerships, and 


corporations me ... $20,285,069.66 | 
Time deposits of individuals, 


partnerships and corpor- | 


ations 5,196,895.55 | 
Deposits of United States | 

Government 478,925.10 
Deposits of States and po- 

litical subdivisions ___ " 6,703,022.83 
Deposits of banking institu- 

tions 390,025.15 | 
@ther deposits (certified and 

officers’ checks, etc.) 978,266.65 | 

TOTAL 

DEPOSITS $34,032,204.94 

Other liabilities 


121,185.07 | 


TOTAL LIABILITIES (not _ 


including subordinated 
Obligations shown be- 
low) eae - 


$34,153,390.01 


CAPITAL ACCOUNTS 
$1,000,000.00 
750,000.00 
983,596.46 


AC- 


Capital * 

Surplus fund 

Wndivided profits 

TOTAL CAPITAL ; 
COUNTS $2,733,596.46 

TOTAL LIABILITIES AND t—i‘é™é 


CAPITAL ACCOUNTS__ $36,886,986.47 


tThis institution’s capital consists of 
common stock with total par value of | 
$1,000,000.00. 
MEMORANDA 





Assets pledged or assigned to at 


secure liabiilties and for 


other purposes $4,803,1652.56 | 


I, WILLIAM D. PIKE, Secretary of the | 
above-named institution, hereby certify | 
that the above statement is true to the| 
best of my knowledge and belief. 

WILLIAM D. PIKE 

Correct—Attest: 


C. W. KORELL } 
JOHN E. BOOTH}Directors | 
J. B. V. TAMNEY) 


‘ 





| opened for business Jan. 1, 1849, 





NEWS ABOUT BANKS 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC. 


REVISED 
CAPITALIZATIONS 


| AND BANKERS 





One of the 
ing and historic institutional in- 
terest has just come to hand. The 
105-page illustrated brochure 
called 
—The Chronicle of a Mutual Sav- 
ings Bank” and was issued to 
commemorate the 100th anniver- 
sary 
Bank. 


13 


This mutual savings institution 


maintains 10 offices and has had 
only nine Presidents during its 
entire history. The present in- 
cumbent, Joseph A. Broderick, 
became head of the bank in 1937 
when its deposit, were $160,185,- 
033, 


Broderick has a lifetime of bank- 
ing experience standing to 
credit, having served as 

York State Bank Examiner 


/ 1910 to 1914 and the Federal Re- , ‘ Shes : 
/serve Bank in Washington from| Miss Wilhelmina A. Wel 
| 1914-1919 on the Preliminary Or-| Barr Brothers and Company, 

then as/ etary. 


Committee, 
and 


ganization 


Chief Examiner later as 


best brochures of! 
bank literature—for form, print-| 


“The First Hundred Years | 


| Alumni 


In keeping with the times, it 


bank’s interest rates from July, 
1940 to July, 1948, has been 142% 
on sums from $5.00 to $7,500. 
Miss Dorcas Elisabeth Campbell, 
| Assistant Vice-President of the 
| bank, wrote the brochure and de- 
‘serves praise for doing an ex- 


of the East River Savings | ceptionally fine piece of work. 


Emerson W. Stiles of the Chem- 
ical Bank and Trust Company has 
| been elected President of 
Association of the New 


| York Chapter, American Institute 


comparing with a deposit | 
| line of $291,440,202, Dec. 31, 1948 | 
/owned by 192,968 depositors. Mr. | 


| 


Secretary of the Federal Reserve | 


Board. From 1919 to 1928, Mr. 


Broderick was Vice-President of 


the National Bank of Commerce | 0 April 21 ihe 


of New York when he was ap- 


} 


| 


pointed Superintendent of Banks | 
of the State of New York. | 

In February, 1936 Mr. Broderick | 
was appointed by the President of | 
the United States as a member | 
of the Board of Governors of the | 


Federal Reserve System, which 


office he held until he 


The inside covers of the bro- 
chure 
mural which was painted by Dale 
Stetson on 
main banking room of the bank’s | 
Cortlandt Street office. The mural | 


|is divided into five panels pre- | 


senting a sweeping  bird’s-eye 
view of New York City along the 
winding East River with its 
bridges showing long distance 
perspective of upper New York 
and Long Island. This East Wall 
mural is nearly a block in length, 
and is worth a visit to the bank’s 
handsomely appointed banking 
room. 


Reminiscent of the days when 
the East River Savings Bank 


the brochure contains several pic- 
tures of old New York—Jenny 
Lind, the Swedish Nightingale; 
horse drawn fire engines racing 
through the streets; sailing vessels 
that made South Street look like 
a forest of trees; and other 
Knickerbocker landmarks. 

An interesting summary in the 
brochure of the prevailing rates 
of savings bank interest causes 
one to wonder whether interest 
rates will ever again attain the 
7% per annum peak which the 
East River Savings Bank paid 
to its depositors from January, 
1867 to July, 1869 and January, 
1870 to January, 1872 and Janu- 
ary, 1873 to July, 1874. 





Branch Banking & Trust 
Wilson, N. C. 
| Capital Bank & Trust Co. 


became 
| President of the East River Sav- | 
‘ings Bank. | 


| om 


reproduce the panoramic | 


the east wall of the 


| 





Harrisburg, Pa. 


Franklin State Bank & Tr. 
Winnsboro, La. 


National Union Insurance 


Washington, D. C. 
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NEW YORK | 
- 4 | proposal.” 


| 


} 
| 


'of Banking, it was announced on 


April 25. 
Other officers elected were 
Wiliiam S. Vanek of Manufac- 


turers Trust Company, First Vice- 


his | President; Frank Sixt of National 
New |City Bank, Second Vice-President; 
from | Norman H. Gaffrey of the New 
| York Clearing House, Treasurer; | 


ndel of 
Sec- 

Kelley Graham, Chairman of | 
the board of The First National 
Bank of Jersey City, announced | 
election of Kings- | 
bury S. Nick- | 
erson as  a/| 
Vice Presi- | 
dent and a di- | 
rector. Mr.| 
Nickerson has | 
served as'| 
President of 
the Pittsfield | 


past three} 


years. Prior to 





K. S. Nickerson 


is also interesting to note that the | 


| 


| 


} 
| 


the | 


| level. 


| Participation 


‘Business Leaders Urged to Help Further 
Truman’s Foreign Investment Proposal 


U. S Council of International Chamber of Commerce advocates 
joint committee to make private capital investing abroad practicable. 
Recommends: (1) getting maximum private participation; (2) joint 
government-business exploration of pitfalls; (3) long-term govern- 
ment purchases of strategic raw materials; (4) elimimation of bur- 
densoine taxation; (5) statutory registration of agreements; (6) 
government loans for circumscribed projects under private execu- 
tion, and (7) technical missions under gevernment auspices. 
The United States Council of the International Chamber of Com- 


merce on April 26 recommended to President Truman that he appoint 
a committee of government officials and business’ and financial lead- 


ers to explore the whole field of 
then to make 
policy recom- 
mendations to 
stimulate a 
free flow of 
private cap- 
ital invest- 
ments at an 
international 


Warren Lee 
Pierson, 
Chairman of 
the USC-ICC 
Committee on 
Business 





in Foreign 
Economic 


Warren Lee Pierson 


Development, in releasing its re- | 
| port on “Intelligent Internationa! 


Investment,” said: “When Pres- 
ident Truman in Point Four of hi 


Inaugural Address called for a 


implementation of Point Four, and 





will be attractive to private in- 


| their 


vestment. 

(3) Joint government and busi- 
ness exploration, in the light of 
many pitfalls, of various 


| government inducements to pri- 


vate foreign investment, especially 
government guaranties or insur- 
ance of investment risks. 

(4) Long-term government con- 


| tracts for the purchase of strategic 


raw materials. 
(5) The elimination of -burden- 
some taxation on foreign invest- 
ments. 
(6) Statutory 


registration of 


‘agreements between United States 


bold new program to develop the | 


underdeveloped areas of the 


world, he referred to the necessity | 


of having private capital invest- 
ments. 

“We believe that American 
businessmen should be ready, and 


are anxious to be ready, to take) 


the -initiative in developing an 
expanding world economy when 


National Bank, | the necessary temporary measures 
Pittsfield, | Such as ERP go out of the picture 


Mass., for the! in 1952. 


“But we also believe that the 


sociation, Mr, | investments requires a climate it 
Nickerson was| Which the skills, resources anc 
with Chemical | 800d will of American business- 


Bank & Trust | men can operate to the full advan- 
Company since 1929, resigning as| tage of all who shall participate 


an Assistant Vice-President 
1946 to become chief executive of- 
ficer of the Massachusetts bank. 


Formal proposals were made 
for consolidation of First National 


N. J., and two banks in neighbor- 
ing Clifton, Clifton Trust Co. and 
First National. Bank of Clifton, | 
it is learned from the New York | 
“Herald-Tribune” of April 24, | 
which also went on to say: 

“The Paterson bank under this} 
proposal, which is still to be acted | 
upon by stockholders, would oper- | 
ate the two Clifton banks as/| 
branches. 

“The institution resulting from | 
this merger would have resources | 
of about $150,000,000, according to | 
a joint announcement by directors | 
of the three banks. Clifton Trust | 
Co. now is understood to hold 
control of First National Bank of | 
Clifton. 

“R. Raymond Peterson, high in 
the councils of the American} 
Bankers Association, is Chairman | 
of the board of the Paterson bank. 


Benjamin P. Rial is President. | 
Presidents of the Clifton Trust| 


_and First National of Clifton are | 


Rufus B. Rittenhouse and Harry 
N. Gilmore, respectively. No in-| 


| dication so far is available as to. 


officers of the merged banks. | 
Stockholders will be asked to vote 
on the merger in a few weeks. | 

“The two Clifton banks were) 
reportéd more than a year ago as 
about to be merged with Passaic | 
National Bank & Trust Co., 


stockholders turned down the} 





in| in this undertaking. 


“We do not believe that either 


the plans for such an undertaking 
/ or 
| overnight. 


the results can be achieved 
We ao not believe that 


business interests and foreign 
business. interests for the ex- 
change Of methods and processes 
under immunity from punitive 
provisions of the antitrust laws. 

(7) Government loans for 
closely circumscribed types of 
projects under private execution 
in order to increase opportunities 
for private. investment in foreign 
countries. 

(8) Technical missions to for- 
eign countries under government 
auspices to advise On carefully 
selected development projects. 


Government Insurance 


The third item above—refer-’ 


‘ring to government insurance of 
| noncommercial risks—is discussed 


jachievement of effective accom- 
his former as-| Plishments in the field of foreign | 


in the report as follows: 
“Various proposals have been 


'made for government guaranties 


| private foreign investment. 
| inducements, 
| ducements, 


or for gevernmentally sponsored 
insurance against certain risks of 
Other 

including tax in- 
have been put for- 


ward. The specific proposals 


'which have been brought to the 


attention of the U. S. Council are 


ithe following: 


truly productive measures can be | 


brought into being with business- | 
Bank & Trust Co. of eseee taaen working in one corner and 


government officials in another. 
Now as never before those men 
whose task it is to bring their 
knowledge and resources into ac- 
tion, and those men whose task 
it is to work for the world en- 
vironment in which this. can 
happen, need to have understand- 
ing and joint effort. The role of 
the United Nations and_ such 
agencies as the International Bank 
and Monetary Fund need earnest 
consideration. 

“That is why we believe tha‘ 
the President should appoint 
committee of men from govern- 
ment, business and finance, to 
study the whole matter.” 


oa 
c 


A Recommended Program 
The USC-ICC report lists eight 


points which the organization be-_| f€ 
| tionals. 


lieves are elements of an inte- 





“(A) The United States Govern- 
ment might offer guaranties 
against certain risks of private for- 
eign investment, in particular the 
risk of inconvertibility of foreign 
currencies and possibly also the 
risk of loss as the result of war, 
civil strife, or confiscation. 

“(B) The United States Govern- 
ment might offer insurance on a 
voluntary basis against the above 
risks in consideration of the pay- 
ment of suitable insurance pre- 
miums. 

“(C) Private insurers might be 


'invited to offer protection against 


specific nivestment risks with or 
without the protection of reinsur- 
ance by the United States Gov- 
ernment up to some high percent- 


'age of the risks underwritten. 


“(D) The United States Govern- 


‘ment might allow, for tax pur- 


grated program for achieving the. 


goal of an expanding world econ- 
omy. These eight points are: 

(1) An unequivocal statement 
on the part of the United States 
Government that it does not itself 
intend to supply, and in fact can- 
not supply, foreign countries with 
the technology and capital which 
they require to develop their re- 
sources and skills; that it looks 


poses, a very rapid depreciation of 
foreign plants owned by U. S. Na- 


“(E) The United States Govern- 
ment might extend loans for pri- 


vate foreign investments, repay- 


primarily to private enterprise to | 


provide these things; and that its 
efforts will be concentrated on 
getting maximum private partici- 


but | pation in the program. 


(2) The creation of a business 


\“climate” in other countries which 


ment to be dependent upon profits. 

“(F) The United States Govern- 
ment might assist capital import- 
ing countries in establishing guar- 
anty funds in the United States. 
These funds would assure contin- 
uity of service on investments reg- 
istered by the central banks or 
other agencies of the capital im- 
porting countries and would be in 
the form of escrow deposits of 
gold or the equivalent with the 
Federal Reserve Bank of New 
York. After being built up by 

(Continued on page 43) 
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to send interested parties 





Dealer-Broker Investment 
Recommendations and Literature 


It is understood that the firms mentioned will be pleased 








| 
} 





the following literature: | 


} 














Economic Recovery of Europe, 
and the ultimate effect upon gov- 
ernment bonds of Great Britain, 
Belgium, Sweden, Netherlands, 
Norway and Denmark — New! 
study—Zippin & Co., 208 South La 
Salle Street, Chicago 4, Ill. 





Finances-of the State of Cali- 
fornia and Proposition No. 4 — 
Analysis— Kaiser & Co., Russ 
Building, San Francisco 4, Calif. 

Also in the same bulletin are, 
data on tne San Francisco Oak- 
land Bay Tell Bridge, Imperial | 
Irrigation District, and Assessed 
Valuations vs. Murket Values. 





New York City Bank Stocks— | 
Comparison and analysis as of 
March 31 of 19 bank stocks—Cir- 
cular—Laird, Bissell & Meeds, 120° 
Broadway, New York 5, N. Y. 





Over - the - Counter Industrial. 
Stock Index — Booklet recording | 
10-year performance of 35 indus- | 
trial stocks—National Quotation | 
Bureau, Inc., 46 Front Street, New 
York 4, N. Y. 





Portfolio Diversification—Study | 
containing data on Monsanto, 
Chemical, Cities Service, Standard | 
Gas & Electric, Liggett & Myers 
Tebacco, and J. P. Stevens—Peter | 
P. McDermott & Co., 44 Wall St.,' 
New York 5, N. Y. 





Television—Memorandum—tTe}l- | 
evision Shares Management Co., | 
135 South La Salle Street, Chicago | 
a. Ti. 


* & s 
| 


Alaska Airlines — Analysis — | 
Hayden, Stone & Co., 25 Broad 
Street, New York 4, N. Y. 





Canadian Investment Fund — | 
Analysis—Milner, Ross & Co., 330) 
Bay Street, Toronto, Ont., Canada. | 





Derby Gas & Electric Co.—An- | 
alysis—_Ivra Haupt & Co., 111' 
Broadway, New York 6, N. Y. 





Dome Mines, Limited — Study 
and opinion—E. F. Hutton & Co.,| 
61 Broadway, New York 6,N. Y. 

Dunningcolor Corp. — Descrip- | 
tive literature—Bennett, Spanier | 
& Co., Inc., 105 South La Salle! 
Street, Chicago 3, Ill. 

Also available are memoranda 
on Lock Nut Corp., Disticraft, Mo- 
hawk Liqueur Corp., Interstate 
Engineering, Kingsturg Cotton 
Oil Co., L’Aiglon Apparel, Ports- 
mouth Steel Corp., and Minne-— 
apolis & St. Louis Railroad. 








Grinnell Corp. — Analysis — 
Amott, Baker & Co., 150 Broad- | 
way, New York 7, N. Y. 

Aiso available are circulars on | 
51 East 42nd Street, Grant Buiid- 
ing, Lincoln Building, Pittsburgh 
Hotels, 870 Seventh Avenue Corp., | 
Waldorf-Astoria Corp., Wall & 
Beaver Streets Corp., and West- 
inghouse Building. 





Haile Mines, Ine.—Analysis of 
interesting speculation — Troster, 
Currie & Summers, 74 Trinity | 
Place, New York 6, N. Y. 





Hamilton Manufacturing Com- | 
pany—Analysis in current issue of 
“Business and Financial Digest”— | 
Loewi & Co., 225 East Mason St.,| 
Milwaukee 2, Wis. 

Also in the same issue is a de- 
tailed report on Nekeosa-Edwards 
Paper Co. 





Lehigh Valley Railroad Com- | 
pany—Analvsis—Vilas & Hickey, 
49 Wall Street, New York 5, N. Y. 





Lockheed Aircraft Corp.—Cir- 


'ysis—Edward D. Jones & Co., 300 


|New York 4, N. Y. 


| yvsis—Goodbody & Co., 115 Broad- 
| way, New York 6, N. Y. 


cular—Ernst & Co., 120 Broadway, | 
New York 5, N. Y. 

Manufacturers Trust Company | 
—Analysis—Paine, Webber, Jack- 
son & Curtis, 25 Broad Street, 


New York 4, N. Y. 

Missouri Pacific — Circular — 
Sutro Bros. & Co., 120 Broadway, 
New York 5, N. Y. 








Mullins Manufacturing Corpo- 


| ration—Analysis—A. M. Kidder & | 


Co., 1 Wall Street, New York | 
oy. . 8 

National Airlines, Inc.—Special | 
1review—John H. Lewis & Co., 63 | 
Wall St., New York 5, N. Y. | 


| 
| 





National Dairy Products Corpo-| 


| ration —Analysis — Eastman, Dil-'! 


lon & Co., 15 Broad Street, New 
York 5, N. Y. 

Also available is a discussion of | 
income opportunities in sound | 
guaranteed Rail Stocks. 





N. O. Nelson Company—Anal- 


North Fourth Street, St. Louis 
2, Mo. , 





New England Public Service Co. | 
—Analysis—Ira Haupt & Co., 111} 
Broadway, New York 6, N. Y. 

Ohio Water Service Company— | 
Analysis—Blair F. Claybaugh & 
Co., 52 Wall Street, New York 5, 
N. Y. 











Pinellas County, Fla.—Circular | 
—Allen & Co., 290 Broad Street, 





Plemb Took Co.—Data—Wal- | 
ston, Hoffman & Goodwin, 265 


|Inc., Kentucky Home Life Buiid- 


| May 17, 1949 (Pittsburgh, Pa.) 





Montgomery Street, San Franciseo 
4, Calif. 

Public National Bank & Trust 
Co. of New York—Circular—C. E. 
Unterberg -& Co., 61 Broadway, 
New York 6, N. Y. 





Public Service Co. of Indiana— | 
Analysis—William A. Fuller, & | 
Co., 209 South La Salle Street, 
Chicago 4, III. 


Security Insurance Company of 


|New Haven—Analysis—Geyer &! 
| Co., Inc., 67 Wall Street, New York | 
5. N. Y. 


’ 





Shamrock Oil & Gas Corp. — | 
Circular — Auchincloss, Parker & 





Redpath, 52 Wall Street, New| 
York 5, N. Y. 
South Jersey Gas Co.—Memo-. 


randum—L. H. Rothchild & Co., | 
52 Wall Street, New York 5, N. Y: | 





Terminal Tower Co.—Circulai 
—Wm. J. Mericka & Co., Unioi | 
Commerce Building, Cleveland 14, 
Ohio. 

Also available is a leaflet on | 
Bingham-Herbrand. 


Texas Pacific Land Trust—Anal- 


Also available are analyses of | 
Missouri Pacific Reorganization, | 


|Northern Pacific, and leaflets on | 


Bulelo Gold Dredging, Central 
Foundry, Chicago, Rock Island & . 
& Pacific, Magnavox, Richfield | 
Oil, Rubercid, Southern California | 


| Edison, and Texas Eastern Trans- | 


mission. 

Tucson Gas, Electric Light & 
Power Co.—Memorandum in the 
April issue of “Public Utility 
Stcck Guide’”—G. A. Saxton & | 


| Co., Inc., 70 Pine Street, New York | 
5. N. Y: 





University of Kentucky Library 
& Service Building Revenue and 
Stadium Revenue Bonds—Detailed | 
circular—The Bankers Bond Co., | 


ing, Louisville 2, Ky. 





West Point Manufacturing Com- 
pany—Memorandum—kKiser, Cohn | 
& Shumaker, Inc., Circle Tower, ! 
Indianapolis 4, Ind. 


COMING 
EVENTS | 


In Investment Field 


| 














April 28-29, 1949 (Houston, Tex.) 
Texas Group of Investment 


Association annual outing at South 
Hills Country Club. 


May 18-21, 1949 (White Sulphur 
Springs, W. Va.) 
Investment Bankers Association 
Spring Meeting of the Board of 
Governors at the Greenbrier. 


May 23, 1949 (Chicago, Il.) 

Association of Stock Exchange 
Firms’ members assemble en route 
to spring meetings. 


May 24-28, 1949 (Denver, Colo.) 

Association of Stock Exchange 
Firms spring meeting in Denver 
and Salt Lake City. 


May 27, 1949 (New York City) 

Toppers Annual Outing at Rock 
Springs Country Club, West 
Orange, N: J. 


June 3, 1949 (New York City) 
Bond Club of New York 25th 

Annual Field Day at Sleepy Hol- 

low Country Club, Scarborough, 


Bankers Association 14th Annual N.Y 


Meeting at Shamrock Hotel. 


April 29. 1949 (Chicago, Hi.) 

Municipal Bond Club of Chi- 
cago annual meeting and election 
at 4 p.m. in the Roosevelt Room 
of the Morrison Hotel. 


May 5, 1949 (St. Louis, Mo.) 
St. Louis Municipal Dealers an- 
nual cocktail party. 


May 6, 1949 

St. Louis Municipal Dealers an- 
nual outing at Norwood Hills 
Country Club. 


May 7-8, 1949 (Virginia Beach, 
Va.) 
Southeastern Group of Invest- 
ment Bankers Association Spring 
Meeting at the Cavalier Hotel. 


May 9, 1949 (New York City) 
New York Stock Exchange an- 
nual election. 


May 14-15 (San Francisco, Calif.) 
San Francisco Security Traders 
Association Annual Outing at Mt. 
Diablo Country Club. 
May 16-17, 1949 (Hot Springs, 
Ark.) 
Spring meeting of NASD Board 


of Governors and Advisory Coun- 
cil at The Homestead, 





Pittsburgh Securities Traders 


June 6-7, 1949 (Cincinnati, Ohio) 

Municipal Bond Dealers Group 
Annual Spring Party. Cocktail 
party for out of town guests June 
6th; outing June 7 at the Kenwood 
Country Club. 


June 10, 1949 (Los Angeles, Calif.) 

Bond Club of Los Angeles field 
day and outing at the Bel-Air 
Country Club. 


June 10-12, 1949 (Minneapolis, 
Minn.) 

Twin City Security Traders As- 
sociation Summer Party at Gull 
Lake. 

June 10, 1949 (New York City) 

Municipal Bond Club of New 
York Field Day at Sleepy Hollow 
Country Club. 

June 17, 1949 (Boston, Mass.) 


Municipal Bond Club of Boston 
Annual Outing at the Concord 
Country Club, Concord, Mass. 


June 17, 1949 (Detroit, Mich.) 


Bond Club of Detroit annual 
outing at the Grosse Ile Golf and 
Country Club. 


June 17, 1949 (New Jersey) 


Bond Club of New Jersey An- 
nual Field Day at Rock Spring 
Club, West Orange, N. J. 





June 21-24, 1949 (Canada) 


Investment Dealers Association 
of Canada 33rd annual meeting at 
Minaki Lodge, Ontario. 


June 24, 1949 (New York City) 


Investment Association of New 
York annual outing at the West- 
chester County Club, Rye, N. Y¥. 


June 24, 1949 (Toledo, Ohio) 


Bond Club of Toledo 15th an- 
yw outing at Inverness Country 
ub. 


June 28, 1949 (Omaha, Neb.) 
Nebraska Investment Dealers 
Bond Club spring frolic at the 
Omaha Country Club, to be pre- 
ceded by a cocktail party June 27 
at the Omaha Athletic Club in 
honor of out-of-town guests. 


Sept. 9-11, 1949 (Oregon) 

Pacific Northwest Group of the 
Investment Bankers Association 
1949 meeting at the Gearhart 
Hotel, Gearhart, Oregon. 


Oct. 5-9, 1949 (Colorado Springs, 
Colo.) 
National Security Traders As- 
sociation Annual Convention at 
The Broadmoor Hotel. 


Dec. 4-9, 1949 (Hollywood, Fla.) 

Investment Bankers Association 
Annual Convention at the Holly-- 
wood Beach Hotel. 


Sutro Bros. Co. Open 
Inv. Trust Dept. 


Sutro Bros. & Co., 120 Broad- 
way, New York City, members of 
the New York Stock Exchange, 
has announced the formation of 
an investment trust department, 
effective May 1. The new depart- 
ment will be under the supervi- 
sion of Ernest H. Steiner, formerly 
with Sartorius & Co., as manager, 
and Arthur H. Koch, formerly 
with Herbert E. Stern & Co., as 
assistant manager. 


With Wm. F. Dowdall Co. 
(Special to THe FINaNnciaL CHRONICLE) 
ST. LOUIS, MO. —Pierre L. 

Papin, Jr., has joined the staff of 

Wm. F. Dowdall & Co., 319 North 

Fourth Street. 
































‘| Merrill Lynch, Pierce, 


| Riter & Co. 
| F.S. Moseley & Co. 








April 27, 1949 


i} Copies of the Prospectu S may be obtained in 
of the undersigned as ave registered dealers in securities in such State. 


Hornblower & Weeks 


This announcement is under no circumstances to be construed as an offer to sell or as a solicitation 
of an offer to buy any of these securities. The offering is made only by the Prospectus. 


50,000 Shares 


Family Finance Corporation 


414% Cumulative Preference Stock, Series A . 


(Par Value $50 Per Share—Convertible to and including August 1, 1956) / 
(Dividends cumulative from April 1, 1949) 





Price $50 Per Share 





Fenner & Beane 
Goldman, Sachs & Co. 


Whiting, Weeks & Stubbs 


‘| Johnson, Lane, Space and Co., Inc. 


Hanrahan & Company 


any State only jrom such 


Johnston, Lemon & Co. 
Paine, Webber, Jackson & Curtis 
Hayden, Miller & Co. 

The Robinson-Humphrey Company 


G. H. Walker & Co. 
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ADVERTISEMENT 





UNION PACIFIC RAILROAD 


ADVERTISEMENT 
























To the Stockholders of Union Pactfic Railroad Company: 






The Board of Directors submits the following report for the year ended Decern- 
ber 31, 1948, for Union Pacific Railroad Company, including Oregon Short Line 
Railroad, Oregon-Washington Railroad & Navigation Company, Los Angeles & Salt 
Lake Railroad Company and The St. Joseph and Grand Island Railway Company, 
whose properties are leased to Union Pacific Railroad Company. The lessor com- 
panies have certain income and charges, and the figures in the Income Account, other 
than those relating to transportation operations, and in the Surplus Account and 
General Balance Sheet and tabulations and tables relating thereto are stated on a 
eonsolidated basis, excluding offsetting accounts between companies. 


















































’ INCOME. 
1948 1947 Increase Decrease 
Transportation Operations 
Operating revenues ; aa -$437,583,131.76 $410,053,704.83 $27,529,426.93 
Operating expenses ieee we . 321,403,215.52 300,454,623.61  20,948,591.91 
Revenues over expenses ae a ne ~$116,179,916.24 $109,599,081.22 $6,580, 825. 02 
Do cnieailing nail cere 59,998,483.29 58,431,619.97 1,566,863 .32 
Railway Operating Income _ —— . $56,181,432.95 $51, 167,461. 25 ~ $5,013,971.70 
Rents from use of joint tracks, yards, and ter- 
minal facilities . ant ae 1,847,718.31 1,845,195.27 2,523.04 
$58, 029, 151. 26 _ $53, 012,656.52 $5,016, 494. 74 
Hire of equipment—debit balance ween $12,767,594. 14, $12 920, 785.80 $153, 191.66 
Rents for use of joint tracks, yards, and ter- 
mina] facilities . P 3,285,924.75 3,234,639.51 48,714.76 








$16, 053, 518. 89 $16, 255,425.31 





$201,906. 42 








Net Income from Transportation Operatiens $41,975,632.37 $36,757,231.21 





$5,258,401.16 






Ineome from Investments and Sourees other 
than Transportatien Operatiens 


Income from oil and gas operations—nett_ 





$26,540,409.12 $16,957,217.95 $9,583,191.17 








Dividends on stocks owned____. 2,711,350.50 2,343,818.00 367,532.50 
Interest on bonds and notes owned 2,124,657.19 2,273,337.40 $148,680.21 
Other interest income_______ 139,616.35 140,205.89 589.54 
Rents from lease of road and equipment 255,503.73 279,527.54 24,023.81 
Miscellaneous rents_ 513,938.07 512,984.35 "953.72 
Miscellaneous income. ; 54,323.13 3,528,178.27 3,473,845.14 














eee MEY $32 339,808.09 $26,035,269.40 $6, 304, 5: 38. 69 


$7 4,315, 440. 46 $62,792,500.61 $11,522,939.85 































Total Income __. fe ee 


Fixed and Other Charges 


Interest on funded debt $5,946,176.08 $7,487,770.82 $1,541,594.74 


Interest on unfunded debt 362,331.18 568,404.78 $13,926.40 
Miscellaneous rents 27,884.11 28,928.43 1,044.32 
Miscellaneous charges 669,456.30 459,901.03 209,555.27 








$1,319,157.39 


$7,025,847.67 $8,345,005.06 


Net Income from All Sources $67,289,592.79 $54.447,495.55 $12,842,097.24 


Released from ‘Reserve against possible re- 


funds on U. S. Government shipments’ 164,730.97 1,547,973.23 $1,383 ,242.26 
Total for Disposition ___ : $67,454,323.76 $5: 5,995 ,4 168. 78 sil, 158,854, 98 he eo 
DISPOSITION 
Dividends on Stock of Union Pacific Rail- 
road Co.: 
Preferred stock: 
2% paid April 1, 1948___ $1,990,862.00 


2% paid October 1, 1948____ _ 1,990,862.00 $3,981,724.00  $3,981,724.00 


Common stock: 
242% paid April 1, 1948 $5,557,275.00 
2%2% paid July 1, 1948__.- 5,557,275.00 
= de fo paid October 1, 1948__  5,557,275.00 
442% payable January 3, 1949 10, 003, 096. 00 26,674,920.00 22,229,100.00 $4,445,820.00 


Total Dividends. 


cannes : qlee $30, 656, 644.00 $26, 210, 824. 00 $4,445,820.00 











Transferred to Earned Surplus—Unappropriated $36,797,679.76 $29,784,644.78 $7,01 3, 034, 98 


tExcludes Federal income taxes. 

















Operating results for year 1948 compared with year 1947: 
Per 
1948 19 reas as 
Average miles of road operated... —| 9,751.91 9,772.88 gash eer 0.97 a 





OPERATING REVENUES 


FIFTY-SECOND ANNUAL REPORT — YEAR ENDED DECEMBER 





31, 1948. 





ADVERTISEMENT 


MPANY 


Increase Decrease Cen 




































1948 1947 t 
Railway operating income __ $56,181,432.95 $51,167,461.25 $5,013,971.70 -- 9.8 
Equipment rents ‘debit) 12,767,594.14 12,920,785.60 besteas-dh ; $153,191.66 1.2 
Joint facility rents (debit) 1,438,206.44 1,489 ,444.24 oe 51,237.80 3.4 
Net railway operating income _ $41,975,632.37 $36,757,231.21 $5,218,401.16 14.2 
Per cent—Operating expenses of oper- ; 
ating revenues ce 73.45 72.27 18 2 
FREIGHT TRAFFIC : 
(Commercial Freight only) 
Tons of revenue freight carried = 52,156,787 56,420,476 ¥ 4,263,689 7.6 
Ton-miles, revenue freight_- _..._ 29,167,846,419 31,738,920,871 2,571,074,452 8.1 
Average distance hauled per ton(miles) 559.23 562.54 ; 3.31 8 
Average revenue per ton-mile (cents)__ 1.233 1.041 192 18-6 
Average revenue per freight-train mile £12.93 $10.34 $2.59 25.0 
+PASSENGER TRAFFIC 4 a ii 
Revenue passengers carried 2,624,444 2,999,793 ‘ = 375,349 12.5 
Revenue passengers carried one mile 1,774,949,510 2,116,424,457 ‘ 341,474,947 16.1 
Average distance hauled per passenger a 
(miles) ave °676.31 705.52 sical ga33-- 43 
Average passengers per " passenger- train £ 
mile . ea. be 109.10 129.07 a 19.97 15.5 
Average revenue per passenger- -mile 
(cents) ___ a = 2.387 2.193 194 8.8 
Average revenue per passenger-train Vow: ae 
mile, passengers only- - ae £2.60 $2.83 = ee $3.23. $3 
Average total revenue per passenger- : " 
train mile : Bans ie $3.79 a es $.02 
“Includes depreciation, amortization and 
retirement charges: ‘ , x 
Maintenance of way and structures__ $6,460,560.90 $5,930,611.85 $529,949.05 
Maintenance of equipment S, 12,456,540.92 10,253,350.73 2,203,190.19 
$1947 figures restated to include motor-car trains. : ‘ 4 “y 
SEEN. BALANCE SHEET—ASSETS. 
December 31, December 31, Increase Decrease 
1948 1947 
Investments: 
Road and Equipment___--_--_---~-- $1,160,143,725.23 $1,110,377,934.30 $49,765,790.93 
Less: 
Receipts from improvement 
and equipment fund $23,823,091.13 $23,823,091.13 
Appropriations from income 
and surplus prior to July 1, 
1907, credited to this ac- 
count - nese re 13,310,236.52 13,310,236.52 
Total ‘ i? $37, 133, 327.65 " $37,133,327.65 
Read and equipment property $1,123,010,397.58 $1,073,244,606.65 $49, 165, 790. 93 
Donations and grants (Credit) $12,139 ,823.29 $11,998,756.59 $141,066.70 
Reserve for depreciation — road 5 fs J F 
and equipment (Credit) $177,300,386.33 $173,878,433.87 $3,421,952.46 
Reserve for amortization of na- : a so : 
tional defense projects (Credit) $58,481,517.12 $57 ,803,237.17 $678,279.95 
Sinking funds $307.50 $222.50 $85.00 
Capital and other reserve funds $9,078.55 $143,773.28 3 i $134,594.73 
Miscellaneous physical property $31,827,411.94 $28 427,856.23 $3,399,575.71 
Reserve for depreciation — mis- 
cellaneous’ physical icici 
(Credit) annie $15,467,041.65 $14,172,864.54 $1,294,177.11 
Investments in affiliated com- 
panies: 
Stocks ; $20,308,013.24 $20,304,013.24 $4,000.00 
Notes ad 321,402.14 329,594.43 sie s $8,192.29 
Advances are Oh 8,463,608.98 8,491,049.55 Be be 27,440.57 
py eR Se pe eee = $29,093,024.36 $29,124,657.22 ated $31,632.86 
Investments in other companies: ‘i ; 
Stocks eRe $64,048,872.42 $64 ,048,872.42 
Bonds and notes 23,055,404.79 22,797,809.23 $257,595.56 
Total 4 RPA BARE R Soe $87,104,277.21 $86,846,681.65 $257,595.56 
Reserve for adjustment of in- ; pe =e 
vestments in securities (Credit) $33,842,953.87 $33,842 ,953.87 
Total Investments______ os ; $973,812,774.38 $926,091 ,531.49 $47,721,243.39 
Current Assets: ewes —" wil 
SO See ee > $32,917,116.72 Cp peaereee | wate $10,395,760.76 
Temporary cas h investments (U. . * 
96,302,249.82 9,662,.225.82 


S. Government securities) . 


86,648,024.00 

















































ee $359, 724,653.06 $230,468,521.09 $29,256,131.97 codes: ae 
Passenger _...____ BESO Oe 42,369,214.94  46,412,313.47 ----  $4,043,098.53 8.7 
- ale ilhitnnay teens Stil i inices tae hse aire 10,261,533.72 2,239,975.77 -- 21.8 
ae iibh ids y heate Seinen 5,735,702. 5,635,676.10 100,026.57 1.8 
Ser | Senger ¥en a 7,149,236.34 7,121,572.81 27,663.53 Pe 4 
Swi eek ae See ee 3,652,444.78 3,303,997.27 248,447.51 tee “20.5 
pee sa =F RE. A SE Os, 6,450,370.48 6,850,090.37 399,719.89 5.8 
Total operating revenues. ._«_—_—|" ve $437, 583, 131. 76 $410,052, 704. 83 $27, 529,426. 93 6.7 
OPERATING EXPENSES aneia al 
“Maintenance of way end structures. $60,680,925 
alk .680,925.70 $53,128,675.48  $7,552,250.22 
o ’ ’ <, . ee ee Y 3 
Maintenance of equipment... ___ --.  72,865,946.49 69,181.744.75 3,684,201.74 Sink othe 33 
oF ay maintenance... $133,546,872.19 $122,310,420.23 $11,236,451.96 : peice = 
etion~77772-7-------- rc 9,333,131.80 8,486,055.96 847,075.84 mania 
Tpeeopertotic  miatione 73--- .. 154,397,878.83 146,741,603.94 7,656,274.89 pac Toe 
amet perations ...........___ =. 13,112,488.13  13,130.293.97 ALES $17,805.84 1 
0 ae eee -----=-  11,012,844.57 9,786,249.51 1,226,595.06 ste en, 
Total operating expenses__________ $321,403,215.52 $300,454,623.61 $20,948,591.91 ee, 
Revenues over expenses... = $116, 1 79, 916.24 $109,: 599, an aise shbeia ied ta 
TAXES 
Gtete and county... ss ----- $14,971,732.00 $13,885,835.00 $1,085.897.00 Sy 
Federal income____ 24,840,29 ; 
ro” De CEE UENS UREA 24,840,293.00 $30,449,589.61 $4,390,703.39 
Bederal unemployment insurance______ 801,145.21  4802.208.64 __-$4,001,063.43 a3.3 
Peder 1 retiremen piiecatsic tee 9,302,092.38 9,169,136.76 132,955.62 ee 
eae 83,220.70 124,849.96 41,629.26 33.3 





Wane $45,026,751.29 $44,545,784.97 $480,966.32 a 





I ce stones $59,998,483.29 $58,431,619.97  $1.566.863.32 











Special deposits : 397,085.82 605,496.84 oie 208,411.02 
Loans and bills receivable_ itd os 524,339.48 789,140.00 re 264,800.52 
Traffic and car-service balances 
—net _ 10,324,099.16 11,272,427.22 bn, Sr 946,328.06 
Net balance receiv able from agents 
and: conductors .._ 2... 2:.-.:-.. 3,992,815.99 4 343,868.03 igi 3 351.052.04 
Miscellaneous accounts receivable_ 16,362,179.64 16,791,552.92 429,373.22 
Material and supplies__- 41,592,665.99 35,940,295.93 $5, 652, 370.06 
Interest and dividends receivable 548,227.83 SF 6 8 Ce ere 482,074.61 
Accrued accounts receivable__--__ 12,111,549.20 12,529,733.69 3 Awe 418,164.39 
Other current assets: 
Baltimore and Ohio Railroad 
Co. capital stock applicable 
to payment of extra dividend 
de a ag ES SEE eT ee 105,841.30 106,897.30 sil celia 1,056.00 
Miscellaneous items_._ _ _ -~-~—~_ 2,983,909.32 1,023,344.83 1,960,564.49 
Total Current Assets__-_-__- $208,499.854.55  $224,048,185.90 - $15,548.331.35 
Deferred Assets: ooh es 4h eh Enel 
Working fund advances_____---__ $115,177.50 $108,634.79 $6,542.71 
Other deferred assets________--__ 3,396,700.14 3.499,086.48 aged leeies $102.386.3 
Total Deferred Assets___-__ $3,511,877.64 $3,607,721.27 eines $95.843.63 
Unadjusted Debits: 
bp | gh Se area a — $2,001.36 Saeco mee $620.64 
Other unadjusted Gebits.i-..~-+ 1,578,542.32 1,490,011.17 $88,531. 15 
Total Unadjusted Debits_- 


$1,580,543.68 





Grand Total 


$1,492,633.17 


S1,187,405,050.75 $1,155,240,071.83 


$87,910.51 


$32,164,978.92 
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ADVERTISEMENT ADVERTISEMENT ADVERTISEMENT 
GENERAL BALANCE SHEET—LIABILITIES. December 31, - December 31, 
Surplus: 1948 1947 Increase Decrease 
December 31, December 31, Increase Decrease Unearned surplus. a eine $270,677.72 7$48,444.97 $222,232.75 
1948 1947 
Capital Stock: Earned surplus—appropriated: 
Common stock___ : = $222,302,500.00 $222,302,500.00 Additions and betterments_____— $28,522,352.23 $28,522,352.23 
: Funded debt retired through in- 
Pmaaee * s060 Se oo Sk i 99,591,580.79 99,591,5380.79 come and surplus___.__--___ 5,526,341.16 4,323,822.41 $1,202,513.75 
Sinking fund ada ee 307.50 222.50 85.00 
Total Capital Stock ee $321,894,080.79 $321,894,030.79 Reserve against possible refunds 
on U. S. Government ship- 
ee tien fhe 39 2,029,442.01 2,194,172.98 anna $164,730.97 
Funded Debt “ae 237,508,750.44 240,710,232.09 banat Fa $3,201,481.65 
Total Earned Surplus—Ap- 
Total Capital Stock and Funded propriated ___- Pact Bi! $36,078,442.90 ~ $35,040,570.12 $1,037,872.78 
Debt - wcbnainnte —e $559,402,831.23 $562,604,312.88 # j------ $3,201,481.65 
a ne ee em re ee ae ne oan en an Barned Surplus — Unappropriated $402,581,587.24 76367,122,597.00 $35,158,990.24 





Due te Affiliated Companies 


Current Liabilities: 
Audited accounts and wages pay- 


$7,208, 328.55 





$3,971,770.32 


$11,180,093.87 





Total Surplus 


As this 








Total Earned Surplus_ 





$438,660,030.14 +$402,163,167.22 


_ $438,930,707.86__ $402,211,612.09 


$36,496,863.02 





=i Gade $36,719,095.77 








consolidated balance 



































able ___ eee Rip ef $23,938,299.50 , $24,826,364.65 eet enet $888;065.15 sheet excludes all intercom- 
Miscellaneous accounts payable 4,555,979.87 4,931,811.00 : 375,831.13 er Cane ee ee 
Interest matured unpaid: road Company and The St. 
Coupons matured, but not pre- Joseph and Grand Island 
sented ee 313,456.40 492,197.20 baie 178,749.80 Railway Company owned by 
Coupons due first proximo 88,450.00 104,277.50 " 15,827.50 aot tadeaea. The difference 
Dividends matured unpaid: between the par and face 
Dividends due but uncalled for 270,250.67 293,038.31 22,787.54 value of such securities as 
Extra dividend on common stock poet Poe ei eeers a Se 
declared January 8, 1914, pay- tinguished ‘dincount ry the 
able to stockholders of record ~ bonds and discount charged 
March 2, 1914, unpaid 114,161.44 115,328.34 pide 1,176.90 to Earned Surplus—Unappro- 
Dividend on common stock pay- priated but added back in 
able third proximo__ Kee 10,003,095.00 12,226,005.00 iat 2,222,910.00 consolidating the accounts) 
Unmatwured interest accrued e 1,650,605.70 1,671,471.96 a ee 20,866.26 and the amounts at which the 
Accrued accounts payable 10,618,702.91 7,590,046.69 $3,028,656.22 pe gee Hyd a 
Tae Beers. - 54,070,355.14 50,075,242.78 3,995,112.36 panies is set up here to bal- 
Other current liabilities__ am 3,323,120.50 4,696,491.98 Ralara 1,373,371.48 ance -----------.___.________$39,584,547.24 — $39,584,547.24 
Total Current Liabilities $108,946,477.13  $107,022,285.41 $1,924,191.72 SPR» 3p Peer etry et 0. Re a ee ee |) eee eee 
—— ee = tRestated. ‘ 
Deferred Liabilities___ 9 a $7,974,486.55 $8,041,593.42 - $67,106.87 ee ah 
a a — EXPENDITURES CHARGEABLE TO INVESTMENT IN ROAD AND 
Unadjusted Credits: i voty-aenaben ected winéatabaciaiecs 
: Additions and Bettermenis (excluding equipment)________________-_-_-_-_-_-_- $17,587,124.95 
Premium on funded debt spe $4,700,655.68 $4,923,914.91 Sa ies $223,259.23 EE hacen ann chnnciodang made tektites bkmniidsn di nandowiid dla 47,114,870.06 
Reserve for fire insurance 16,810,283.38 15,833,695.05 $971,678.33 
Reserve for depreciation—leased Total Expenditures ---.--_-------~--__----------------------------------------- 964, 701,908.93 
property ~--------_~-----__--. 5,899.53 5,050.57 848.96 Credits to investment in Road and Equipment Property: 
Other unadjusted credits Z 3,840,833.60 3,828,051.39 12,782.21 Cost of road property retired and not replaced_________ ieee ee Sa Pt $3,809,889.93 
a Cost. of equipment retired: ................u.._: HY ae es ee 11,126,314.15 
Total Unadjusted Credits - $25,357,672.19 $24,595,621.92 $762,050.27 Total Credits _ ~ $14,936,204.08 


Total Liabilities 


$708,889,795.65 





$713,443,912.50 pdr $4,554,116.85 





J. R. Williston & Co. | 


To Admit Two Partners 


F. Donald Arrowsmith and John 
H. Welch, member of the New 
York Stock Exchange, will be ad- 
mitted to partnership in J. R. 
Williston & Co., 115 Broadway, 
New York City, members of the 
New York Stock Exchange on 
May 1. Both were partners in 
Arrowsmith, Post & Welch which 
is being dissolved as of April 30. 


Geo. H. Jaques With 
du Pont, Homsey fe. 


BOSTON, MASS.—du Pont, 
Homsey Co., 31 Milk Street, an- 
nounce that George H. Jaques is | 
now associated with their organi- | 
zation. Mr. Jaques in the past was | 
President and Treasurer of the| 
firm of H. L. Nason & Co., Inc. 
(now dissolved), 











Walston, Hoffman Adds 


(Special to THe FInaNnciaAL CHRONICLE) 


LOS ANGELES, CALIF. — Al- 
bert D. Gauthier, Howard A. Ives, 
Ernest C. MacLean, and John P. 
Masterson have been added to the 
staff of Walston, Hoffman & Good- 
win, 550 South Spring Street. Mr. 
Gauthier was previously with Hol- | 
ton, Hall & Co., Mr. Ives was with | 
C. E. Abbett & Co., Mr. MacLean 
with Sutro & Co., and Mr. Master- 
son with Merrill Lynch, Pierce, | 
Fenner & Beane. 











C. Lee Scovil Dead | 

C. Lee Scovil of Cranford, died | 
at the age of 76 after a long ill-| 
mess. Mr. Scovil, who was retired, | 
prior to forming the financial ad-| 
vertising firm of Scovil Bros. & | 
Co., was with Spencer Trask & Co.| 
for 34 years. 











$49,765,790.93 




















Our Reporter on Governments 
































By JOHN T. CHIPPENDALE, JR. 








Conditions remain favorable in the money markets and a sub- 
stantial demand obtains for Treasury obligations. .. . However, it is 
not believed that this need for acquiring eilgible Treasury obligations 
will be too vigorous until some of the impending developments have 
been cleared up. ... The loan trend indicates the commercial banks 
must scon find other outlets for funds that have been put recently 
in short-term governments. ... Non-bank investors also have been 
looking around for other investments, with certain insurance com- 
panies that have been out of the corporate bond market for a long 
time now taking on some of these securities... . P 


Considerable switching and swapping is being done with 
some institutions going from eligibles into restricted issues, while 
others are moving from long banks into the shorter maturities. 
.. . Trades are being made from the short 2s into the 2s due 
1952,/54. .. . Buying has been in evidence in the 2'4s due 1956/59, 
with the bulk of this demand reportedly coming from the South- 
west and Pacific Coast areas. ... The longest bank-eligible has 
been under some pressure, but as a whole the buying is believed 
to have been better than the selling. ... 


JUNE FINANCING FORECASTS pin 


The government bond market seems to be in one of those wait- 
ing periods again, which probably means that prices will move in 
a trading range, until the uncertainties overhanging it have 
been cleared up. The announcement of the June financing 
should go a long way toward resolving many cf these problems... . 
The mid-year operation could be the key as to what is going to 
happen in the government market and there are plenty of guesses 
as to what is likely to be done.... 





One segment of the financial district believes that only cer- 
tificates will be used to take care of the maturing issues. ... In 
conjunction with this there would be an opening up of the F 
and G bonds te both bank and non-bank investors. ... Others 
feel there will be certificates and notes with the restricted obliga- 
tion, either specific ones or the whole list being made eligible 
for purchase by commercial banks. . .. There are some who 
put forward the opinion that bonds will be part of the June 
financing. . . 


MONEY MANAGERS AT ODDS 


The monetary authorities apparently are not in agreement yet as 
to the June financing... . It is indicated the Federal Reserve Board 
would like to have notes or bonds or both available to holders of 
the maturing obligations. .. . Undoubtedly a lifting of the distinction 
between eligible and restricted bonds would be part of the program. 
... An orderly bond market is still very important and since the 
concern now is about how far the eligibles might advance (unless 


' the supply is increased) some action along these lines would appear 





-_ 


to be in order to prevent these securities from moving up too 
sharply.... 


The Treasury, on the other hand, seems to have other ideas 
and these appear to follow the pattern that has been used in the 
past, namely, certificates and the reopening of the F and G 
bonds to both the deposit banks and non-bank investors. .. . 
This type of refunding would most likely result in higher prices 
for the lenger eligibles, unless the restricted issues are made 
available to commercial banks. . . . But will the Treasury be 
inclined to go along with the latter feature? ... 


BUSINESS CONDITIONS IMPORTANT FACTOR 


The business situation will also be given plenty of consideration 
in the coming operations because efforts will probably be made to 
help stabilize the economy. ... Further liberalization of Regulation 
W seems to indicate growing concern over economic conditions. . 
Here is where the-reserve positions of the member banks might 
come into the picture because a fillip to business could come through 
further easing of credit. ... But required reserves cannot be reduced 
unless the available supply of long eligibles is added to. ... The 
Federal Reserve Banks are practically out of these securities and the 
latest Treasury figures, those of Jan. 31, 1949, show them holding 
enly a handful of these obligations. . . . Since then, these positions 
have no doubt been reduced further. ... 


A reduction in reserve requirements, with the restricted 
issues made eligible to commercial banks, should have a favor- 
able effect upon the ineligible bonds. ... This might even bring 
in profit-taking by non-bank holders. . .. If this should take 
place it would give these institutions funds that might go into 
mortgages, other loans or corporate bonds, which would aid in 
stimulating business... . 


CURRENT MARKET ACTIVITIES 


Despite the many imponderables, sizable blocks of securities 
are being taken out of the market, particularly the 24s due 1959/62. 
. .. Savings banks continue to be the main buyers of the restricted 
cbligations because their investable funds are increasing quite rap- 
idly. . . . The partially-exempts have had a better tone and the 
2345 due 1960/65 are being well taken when they appear in the 
market despite the uncertainty as to what might happen to them 
pricewise if the eligible taxables should move off because of making 
the restricted bonds eligible. . . . The 2% bonds have been under 
accumulation with out-of-town institutions now getting competition 
from the large money center banks... . 


The position of the budget, the likelihood of higher taxes and 
deficit financing are items that are getting some attention now 
from money market followers. . . . No one seems to have the 
answers to all of these but it is believed the excess of expend- 
itures, which seems to be in the making could be offset by social 
security revenues. . . . However, a continued declining business 
trend probably means that taxes will not be increased. . . . This 
could mean that deficit financing would be used if necessary te 
meet Treasury needs. ... Time alone will tell what is going 





to happen. 
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Securities Salesman’s Corner 


By JOHN DUTTON 


Sometimes business is right urder our nose and we overlook it. 
The other cay I was talking to a friend in the insurance business and 
3e told me that there are about six investment firms in his town of 
approximately 50,000 people. He related that in a period of over 10 
years he had not even been solicited once by a salesman of any of 
them. “After all,” he complained, “maybe I am not known as the 
most likely prospect in town, yet I do have a good business and have 
been favorably regarded for many years; you would think that at 
least some ore would find out what companies I represent and pos- 
sibly ask me to buy some good insurance stocks, but they haven't; 
done so.” 

Here was a mar who was not in the securities business, yet he 
sensed the opportunity for creating business where none existed be- 
fore. That is where the well-trained insurance men have been doing | 
a good job. In other words, they CREATE opportunities and they keep | 
on trying. This man told me-he asked one of his friends for business 
over and over again. One day this man questioned him regarding the | 
number of times he had asked for business. He replied, “Oh, I can’t | 
remember, possibly I’ve asked you 10 or 20 times, and I suppose I will | 
keep on asking. The worst thing that can happen is that you will Say | 
WO, and someday you may say yes.”- How about applying that type | 
ef pleasant persistence to merchandising securities? That doesn't | 
mean that one should waste time on unqualified prospects—but a 
does illustrate how important persistence can be if applied properly. 
Getting back to prospecting for new business among people who | 
might be your next door neighbor, why not make up a list along the | 
lines of offering securities to meet certain specific needs? For exam- 
ple, how about your friends with children who may be looking for- 
ward to college eight to 10 years hence? A good mutual fund with 
its superior income over other forms of savings—to augment life in- 
surance—should be suggested. Or those who would like to save 
toward retirement? Or business firms with surplus cash? Or the doc- 
tor, or your dentist? ' 

Or how about introducing some of your business friends to the 
companies with whom they are already familiar? The insurance man 
wondered why some one cid not try to sell him some stock in the 
companies which he represented. There is the oculist—he knows of 
American Optica! end Bausch & Lomb. The druggist knows Merck; 
McKesson & Robbins, etc. The grocer knows General Foods, Stand- 
ard Brands, National Dairy, etc. The distributor of household appli- 
ances knows Philco, DuMont, Radio Corp., Bendix Home Appliance, 
etc., etc. So on down the line. Why not get up a list of people in 
these various lines of business? Obtain some reports on some good | 
companies. Go around and see them. Show them ~s bred _ pnd 

in generous income today on sound companies with whic ey ar 
aed se THE MAIN IDEA HERE IS TO HAVE AN ENTERING | 
WEDGE, OR A GOOD TALKING POINT, that will help you to open | 























Promoting Welfare 


The second job of the 


generally promote the welfare of the people, to 


abolish as far as you can 


the United States. That is incident to the economic 


machine giving enough p 


tion so that you can do that job. 


And very few countries 


history of the world have ever 


been able to do it. 


“The poor we have always 
with us. I feel, however, this 
about the free enterprise sys- 
tem. I think it produces the 
highest average production. 


highest average standard 
ing, highest employment 


world, far better than any So- 


cialist system, no matter 
the Socialist system may 
paper, probably because 


tives, rewards given by the system. 
“That very fact of those incentives and rcwards 


Form Nat’! Ass’n of 
Investors Brokers 


“One of the first projects of the 
newly formed National Associa- 
ticn of Investors’ Brokers will be 
to encourage educational meetings 
for investors throughout the coun- 
try,” according to Thomas B. 
Meek, Francis I. du Pont & Co., 
who was elected President of the 
new group at a meeting held 
April 20 at the Columbia Club. 
“We are seeking the key men in 
| our profession in each community 
who are anxious to help in re- 
vitalizing the securities markets 
and do their part in preventing 
the American system from going 
| by default,’ Mr. Meek stated. 
| “By forming a strong group 
across the country it will be pos- 
sible to bring a more intimate 
knowledge to many communities 
on how the securities business op- 
erates. Also men who are dealing 
with the public will be able to 
express their viewpoint and the 
viewpoint of millions of investors 


Republican Party “is to 


hardship and poverty in 


roduc- 


in the 


of liv- 
in the 





what 
be on 
of the tremendous incen- 


Robert A. Taft 


shows thé is i 
at our system is based on inequality. If to Wadhintten, and to the fn 


your system is going to work, a man can’t get more 
under that system than he deserves, than he actu- 


ally earns with his own 


and his own ability and his own willingness to take 


risks. his genius and his 


A. Taft. 
But he must be able to 


serves, and when that is done, government has done 


changes,” he continued. 

Initial headquarters of the new 
organization will be in New York, 
but it is the intention that head- 
| quarters and meetings will be lo- 
|cated in various cities. 
| The first group of Officers and 
Governors was drawn from the 
| representatives of eight cities who 
|}attended the meeting yesterday, 


labor and his own mind 








daring.’’—Senator Robert 


get and keep what he de- 


about all it can to “promote the welfare of the but Governors will be elected 
people.” from each city as organizations 
are formed there and regional 





| Vice-Presidents will also be ap- 


Realty Men Hear Conflicting Forecasts | pointed as the movement grows. 


Harrison L. Todd, President of 


Estate Boards, sees no inevitable depression ahead, while DeLoss | 
Walker, editor and traveler, tells a Canadian Real Estate Board only 
a miracle can prevent a severe slump. 


Speaking at Asbury Park, N. 


Officers and Governors elected 
New Jersey Association of Real | April 20 were: 
President — Thomas B. Meek, 
Francis I. duPont & Co., New York 
Cry. 
Executive Vice-President — 
J., on April 21, Harrison L. Todd, | Frank M. Collins, Hornblower & 





é t. From there en you van start to do a real job of building | ‘o 
phage President of the New Jersey Association of Real Estate Boards, scouted | Weeks. Chicago. 


up a portfolio of worthwhile securities. 


“{t is true that consumer an 


4 0 . y rer g f« ‘au . co ° not 
This is the broad outline of a plan. If it is worked out properly | !¢ars Of a severe depression. 


i y iness s : The main objec- | 
and systematically followed, business should result. 
tive is to open new accounts and build them up from scratch. The| 


best part of this type of business is that it is unspoiled, and if you |[ 


carefully protect such accounts by judicious selection of portfolio se- |j 
curities, it can be a profitable and very satisfactory campaign 1n || 


every respect. 


Gonsumer Credit Restrictions Further Eased 


Federal Reserve Board now allows 24-months term for payment 
and cuts down first payment to 10% of purchase price. Auto- 
mobiles not included. 

On April 22, the Federal Reserve Board issued new instalment 
credit regulations, effective April 27, under which the maximum 


time limit was extended from 21 to 24 months and the down pay- 
ment on all articles, except automobiles, was reduced from 15% 








costing less than $100. The previous exemption was $50. 


many 


, ; | Regional Vice-Presidents—Ray- 
d business spending has declined! mond J. Laude, Goodbody & Co., 





. ~~ | Detroit; William H. Arnold, East- 


| 
| 





j 


' 
I 


LGtS, 
Lif /p 
By | 
| 





| 


| 
De Loss Walker 


Board al leased f edit restrictions all atticies| “=e *‘Tete 
10%. Th oard also released from cr "1 é ; * ; . 
to z , slightly,’ Mr. Todd said. “Prices of | 


products are_ softening. | 


hae fd i ine th he Federal Reserve 
This is the second time since March 6 that t Shortages have been largely) 


; i m accord eased instalment credit restrictions, 10r" 
Board has of its ow: slimineted 


which were imposed at the Administration’s request as a curb on 
inflation. 

In commenting on the Board’s action, Chairman Thomas B. 
McCabe stated: “Most of the commodities subject to the regulation 
{known as Regulation W), are now in supply at prices more favor- 
eble to the consumer than prevailed last vear. Any increase in credit 
to which relaxation of the regulation might contribute would not, 
under present circumstances, be a significant element in reviving 
inflationary pressures.’ Mr. McCabe also warned, however, “if such 
a condition were to arise again, I am sure the Board would act 
promptly to meet the situation.” 





Franels 1. du Pout Ge. Bear, Stearns & Co. 


Opens Los Angeles Br. To Admit L. Dickson 


LOS ANGELES, CALIF.—Fran-| _ Bear, Stearns & Co., 1 Wall St., 
cis I. du Pont & Co., members of |New York City, members of the | 
‘the New York Stock Exchange,| New York Stock Exchange, will 
Ihave opened a branch. office atj}admit Leonard Dickson to part- 
634 South Spring Street, under|nership May 1. Mr. Dickson has 
the management of Charles F. Sill.| been with the firm for some time | 
Associated with the new branch) in charge of* the investment ad- 
are Thomas J. Euper, Joseph, visory department. 


‘Brandon Bruner, William R. Ehni, | ene | 


Benjamin C. Haile, Harrison B. 
Heim, E. Bruce Jensen, John P.| Theodore T. Ludlum will form | 
Shather, and Williard R. Steck-| Theodore T. Ludlum and Associ-| 


bauer. All were previously with |@tes to conduct a securities busi-| 
% | ness. 











“But construction volume has | 


remained high, in fact so far this | 
year is running ahead of a year 
ago commercially. Housing starts 
are running about even with last 
year, and current estimates for | 


1949 construction are set at $18 
billion, the same as 1948. 

“The only danger I can see to 
avoidance of a serious slump is 
the possible failure of govern- 


ment to understand and appre- | 


# | tate Boards held at Windsor. Ont.. 


depression. So also would a sys-! man, Dillon & Co., Philadelphia: 
tem of government controls over | John Hardin, Hirsch & Co., Balti- 
prices and investment which ex-| more. 
pose every business investment . ae 
expenditure to the risk of arbi- MR nieces emg A ae —S 
trary decisions by a government | — on, Crore ee = 
agency.” City. 
In a less optimistic view, De- Treasurer — Donald C. Blanke, 
Loss -Walker, an economist and | Eastman, Dillon & Co., New York 
’ : City. 


speaker on economic matters and ; . ‘ 
world affairs, in the course of an Executive Committee Chairman 


address before the Conference of | —Jack B. Huhn, Bache & Co., New 
the Great Lakes District Real Es-| York City. 

Governors from New York — 
|Richard M. Ross, Dean Witter & 


on April 21, stated: 


“It is not possible to continue 
along present lines of action and 
prevent a depression: at best we 
can only postpone it. Before we 
get needed changes and adjust- 


| ments, there must come an under- 


standing from the people them- 
selves. People are the keynote 
to this problem. People produce 
-and consume, manage and labor, 
buy and sell, loan and borrow: 
people vote. Trying to solve any 
one of these problems is futile. 
They are all tied in to a move- 
ment. The answer is an under- 


standing by the masses. The ques- | 


‘tion is, who’s going to give this 
understanding? At present the ig- 
/norance and confusion continues. 


ciate the crucial role of business | oh Ge aot ‘ee | 
decisions, especially investment | enter at in its extent and | 
decisions, in maintaining pros- | san epee 
perity. So long as we have a pri- | Mr. Walker went on to say that 
vate enterprise, private profit | “The causes of a great depression | 
economy—and ours is predomi- | are being found in our ignorance. | 
nantly such an economy—the | Part of this being a belief that 

outlook for profit and the supply 80vernment, strikes, or some form 

of venture funds will be essential | Of violence or force. can change | 


|Co.; Armand Fontaine, Merrill 
|Lynch, Pierce, Fenner & Beane: 
Robert J. Davidson, Fahnestock & 
'Co.; Archie M. Harris, Merrill 
'Lynch, Pierce, Fenner & Beane; 
| Maurice Glinert, Hirsch & Co. 


Governors from Chicago—Sam- 
j}uel Weissman, Merrill Lynch, 
| Pierce, Fenner & Beane; E. Wil- 
(liam Ohman, Merrill Lynch, 
|Pierce, Fenner & Beane. 


Governor from Philadelphia — 
|'George W. Martyn, W. E. Hutton 
| & Co. 

Also, there were appointed com- 
| mittees to start working on proj- 
'will be interested, as follows: 

Investors’ Educational Program, 
Permissive Incorporation, Com- 
mission Rates and Trading Hours, 
and Tax Legislation. 





S. L. Feibleman Now 


ects in which the new Association ° 


|factors in determining the level 


of business investment expendi- 
tures. And so long as we have a 
high saving economy, which we 
do, a high level of investment ex- 


Ludlum to Form Firm | penditures will be necessary for | 


maintaining prosperity. 


“Government policies which re- 
garc the main function of profits 


;economic truths. This belief is 
| deep-rooted, and can destroy our 
| balance and prosperity.” 


i 


Edward Burke Director 
' CHICAGO, ILL. — Edward M. 
Burke, Vice-President of F. S. 





Mr. Ludlum was formerly as a hunting ground for the tax | Yantis & Co., Inc., was elected a 


ye of which Mr. Sill wes | with Edward E. Mathews Co. in| collector would be an important |director of Harrison Wholesale 
p . 


Boston. 





‘ingredient in a prescription. for Company. 


Is With Stern & Co. 


Stern & Co., 25 Broad Street, 
iNew York City, members of the 
New York Stock Exchange, an- 
nounce that S. L. Feibleman, for- 
-merly Manager of the New York 
office of T. J. Feibleman & Co. of 
New Orleans, is now associated 
with them and will handle their 
unlisted business in New Orleans 
‘and other Southern securities. 


a @ Gy Ba feel bee feet Oe Oe od bes bet as. 
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Texas IBA Group 
Meets in Houston 


HOUSTON, TEXAS—tThe an- 
nual meeting of the Texas Group 
of the Investment Bankers Asso- 
ciation is being held at the Sham- 
rock Hotel April 28 and 29. 


Program for the two days is: 


THURSDAY BUSINESS 
SESSION 


Thursday, April 28 


9:00 a.m.— Registration — Regis- 
tration Area—Exhibit Hall. 


10:00 a.m.—Opening of Four-| 
teenth Annual Meeting—Confer- 
ence Rooms—Exhibit Hall. Pre- | 
siding — Robert E. Moroney, 
Moroney, Beissner & Co., Houston, 
Chairman, Executive Committee. | 
Texas Group, IBA. Address of | 
Welcome—Mr. Moroney. 


10:15 a.m.— Address — Hal H.| 
Dewar, Dewar, Robertson & Pan-| 
coast, San Antonio, President, | 
IBA. Address—Murray Hanson, | 

| 





General Counsel, IBA. 


11:00 a.m.—Address — Gardiner | 
Symonds, President, Tennessee | 
Gas Transmission Co. —Subject— | 
“Gas Goes to Market.” | 


11:20 a.m.—Address—Morgan J.| 
Davis, Vice-President, Humble Oil | 
& Refining Co. Subject—‘The | 
Continental Shelf.” 


11:45 a.m.—Cocktails—Grecian | 
Room—Ladies Included. 


12:15 p.m.—Luncheon — Sham- | 
rock Room —Ladies _Ineluded.| 


Presiding — Robert E. Moroney. | 


Speaker — Robert K. McCon-| 
naughey, Commissioner SEC. 


1:30 p.m.—Adjournment. 


THURSDAY ENTERTAINMENT | 
SCHEDULE 


1:45 p.m.—Houston Ship Chan- 
nel Trip—Buses leave tront of) 
hotel promptly at 1:45 p.m. Boats 
leave Shipside at 3:00 p.m., pro- 
ceed down channel to Texas City, | 
return to San Jacinto Battle- 
grounds by 6:00 p.m. 


5:00 p.m.—Buses for those who 
did not make boat trip leave front 
of hotel at 5:00 p.m., to reach San 
Jacinto Battlegrounds by 6:00 p.m. | 


6:30 p.m.—Cocktails, dinner and | 
dancing, San Jacinto Inn at Bat- 
tlegrounds. Dancing stops at mid- 
night. 


12:30 a.m.—Buses leave San Ja- 
cinto Inn for return to Shamrock. 


FRIDAY BUSINESS 
SESSION 


Friday, April 29 


10:00 a.m.—Presiding — Robert | 
E. Moroney, Chairman, Texas | 
Group of IBA. Minutes of Pre-; 
vious Meeting. Secretary and 
Treasurer's Report. Committee, 
Reports by Committee Chairmen: 
Legislation Committee—Chas. C. 
Pierce, Rauscher, Pierce & Co., 
Dallas. Unlisted Securities Com: | 
mittee—Gordon Crockett, Shields | 
& Co., Houston. Membership | 
Committee—John H. Rauscher, | 
Rauscher, Pierce & Co., Dallas. | 
Education Committee — Edward | 
D. Muir, Russ & Co., San Antonio. | 
Speaker—Jack Taylor, University | 
of Texas. Municipal Committee 
—Wm. C. Jackson, First South- 
west Corp., Dallas. 


Other Business: Report of Nom- 
inating Committee—John D. Wil- 
liamson, Dittmar & Co., San An- 
tonio. Election of Officers and 
Executive Committee. 


11:50 a.m—Adjournment. 


FRIDAY ENTERTAINMENT 
SCHEDULE 


12:00 Noon—Cocktails, Lunch-| 
eon and Style Show in honor of | 
ladies—Emerald Room, 


1:30 p.m.—Buses for saad 
leave front of hotel for Houston 
Country Club, 





2:00 p.m.—Golf—Houston Coun-| Members of the Executive Com- 
try Club—Competition for Snyder | mittee of the Group are Robert E. 
Cup. -vegieg =A Moroney, Beissner & 

6:30 p.m.—Buses leave Houston | C Houston, Chairman; M. E. 
C. C. for return to Shamrock. | Allison, M. E. Allison & Co., San 

7:30 p.m.—Cocktail Party and | | Antonio, and Jesse A. Sanders, 
Reception in honor of Mr. and| |Jr., Sanders & Newsom, Dallas, 
Mrs. Hal H. Dewar, Grecian Room.| Vice-Chairman; A. E.’ Bernet, 

8:30 p.m. — Dinner — Emerald; Schneider, Bernet & Hickman, 


Room—Dancing., | Dallas, Secretary-Treasurer; D. T. 





Richardson, Underwood, Neuhaus |General Chairman; Allerton Cush- 
& Co., Houston; Henry M. Beiss-|man, Rowles, Winston & Co. 
ner, Moroney, Beissner & Co.,| (Registration); Edward Rotan, 
Houston; J. Marvin Moreland,/| Rotan, Mosle and Moreland (Pro- 
Rotan, Mosle and Moreland, Gal-| gram); Wm. J. Shawell, J. R. 
veston; and Wm. N. Edwards,| Phillips Investment Co. (Enter- 
W. N. Edwards & Co., Ft. Worth.| tainment); Wilbur E. Hess, Frid- 

Members of the Convention|ley & Hess (Transportation); and 


Committees were: Joseph R. Neu-|Claude T. Crockett, Moroney, 
haus, Underwood, Neuhaus & Co., Beissner & Co. (Publicity). 








Our customers’ demand for steel continued 
unabated during 1948, resulting in total 
sales of $436,522,051, an increase of 32.7% 
over the 1947 figure. We directed all our 
resources—and developed new ones—in an 
effort to keep pace with requirements, and 
by so doing, achieved the greatest volume 
of production in National Steel’s history. 





ee ee foo 


Even record-breaking production and sales 
could not completely offset the ever- 
mounting spiral of material, wage and 
construction costs. Consequently, once 
again the ratio of net income to sales failed 
to match prewar standards. 

















National Steel’s 1948 production record 
bears eloquent testimony to harmonious 
relations between employees and manage- 
ment throughout the year. This excellent 
spirit of cooperation resulted not only in 
more sales, but also in the largest number 
of employees, their highest average annual 
earnings, and the greatest total payroll 
($110,709,056) in our history. 





and se did stockholders 
Our net earnings for 1948 were $40,121,506, 
ws equal to $16.35 a share on 2,453,900 shares 
7S Ke —a substantial increase over 1947. We 
paid $5.00 per share in dividends, as com- 


ee = pared with $4.00 in 1947, and distributed 
a ten per cent stock dividend in December. 


Construction completed from 1946 to 1948, 


plus the current program, will amount to 
more than $130,000,000. Among the facili- 


THE HANNA FURNACE CORPORATION - 





Here’s what National Steel 
accomplished in 1948 


ties now under construction are the two 
largest stationary open hearth furnaces in 
the industry, and a 400-ton per day plant 
for oxygen production. New electrolytic 
facilities will be in operation shortly, and 
additional iron ore and coal properties are 
currently being developed. The continued 
upward trend of construction costs through 
1948 compelled us to retain a substantial 
portion of earnings. The combined effect 
of these costs and capacity operations 
necessitated higher depreciation charges. 





Go ensure an abundance of steel in the future 


Pe In view of the steel industry’s large-scale 
ars _/ €xpansion, we believe that steel supply will 
J e- be adequate to meet demand within a short 

‘ time. At present, the future outlook is un- 
certain. But thoroughly modern plants and 
equipment and a highly skilled and ex- 
perienced organization give us confidence 
that National Steel will be able to meet 
future conditions to the best advantage of 
employees, stockholders, communities in 
which our plants are located, and the 
nation at large. 








1948 AT A GLANCE 
1948 1947 
eS ye $436,522,051 $328,957,189 
Teams SOOO os So St 439,107,387 330,836,584 
Materials, services and 
other expenses.......... 230,101,169 175,251,290 
Wages and salaries........ 106,973,186* 90,106,223* 
Depreciation and 
GOIOUION, Cc cence Bap eeese 12,853,292 
Interest and expense 
on long term debt....... 1,257,143 1,257,143 
,. 2 RPS Re 39,148,113 24,529,848 
FRI 40,121,506 26,838,788 
Net earnings per share..... $16.35 $12.03 
*In addition to the amount of wages and salaries paid for 
production in 1948, National Steel paid $3,735,870 
for work on construction, making the actual total payroll 
$110,709,056. In 1947, the total payroll was $95,113,863. 











NATIONAL STEEL CORPORATION 


Owning and Operating 
WEIRTON STEEL COMPANY + GREAT LAKES STEEL CORPORATION 
HANNA IRON ORE COMPANY 
NATIONAL STEEL PRODUCTS CO. + NATIONAL MINES CORPORATION 
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Bank and Insurance Stocks 


By H. E. JOHNSON 


This Week—Bank Stocks 


Once again last week for the third time within two months the 

Federal Reserve Board acted to ease the credit restrictions. 
i In the latest instance the Board modified ‘ ‘Regulation W” which 
ts the provision controlling consumer credit. Most of the consumer 
durable goods affected by this order are now in plentiful supply and 
in almost all cases at prices more favorable than a year ago. With 
ancreasing signs of a down in business activity and consume: 
buying the liberalization of down payments and time allowances on 
purchases was made in recognition of the changed nature of eco- 
nomic conditions. 

Eariier the when the first appeared that inflation 
had run its course, the Board made similar adjustments in consumer 
credit controls. Also in one of the other areas of the credit struc- 
ture, the steck market, margin requirements have been eased within 
the past few weeks. 

These developments in 
significant as they affect 
tota! credit structure. 


























slow 


i war ° 2 
in yeal signs 


and of themselves are not particularly 
only a relatively small proportion of the 
The trends indicated and the attitude of the 
Federal Reserve Board as shown by the changes are of more import- 
ance. They reflect a flexible policy on the part of the Federal 
Reserve Board in using credit and monetary authority as the condi- 
tion of economy warrant. 

Last year when inflationary pressures were pronounced and 
exe rting their influence or prices, the Board acted aggressively by 
raising reserve requirements at Central Reserve Cities and by asking 
for and obtaining from the Congress additional authority over con- 
sumer and bank credit. 

As a result of these actions, reserve 
Reserve Cities, New York and Chicago, 
age points on three successive occasions. At Reserve Cities and Coun- 
try ba: the authority granted by the Congress was utilized and 
requirements were increased once by two percentage points. Also 
consumer credit controls were changed to shorten the length of time 
permitted in the purchase of consumer goods 

The situation with respect economic conditions and the busi- 
ness outlook has changed considerably since a year ago. Practically 
all types of finished goods have returned to a buyers’ market. Even 
steel, one of the most critical industrial items of last year, is now 
readi!y obtainable and in some particular types production cut 
backs have been made. In most other industrial goods the situation 
is similar and in some lines such as household appliances there is 
evidence of excess inventories. The situation is summarized in the 
decline of the Federal Reserve Board Index of production and the 
rise in unemployment over the past few months. 

It is against this background that the Federal Reserve Board 
has acted to ease credit controls. It is also these events which point 
to the next logical move, a reduction in bank reserve requirements. 

How ever there are several obstacles to such action at the 
present time, logical as it seems from the economic point of view. In 
the first place, there is the overall problem of debt management... A 
cut in reserve requirements at this time for all member banks could 
put a strain on the existing interest rate structure. This in turn 
might complicate the refunding problems of the June maturities 
which are substantial. 

A reduction of two points in required reserves on demand deposits 
would mean that the banks would have about $2,000,000,000 of addi- 
tional resources to invest or lend. Such an amount of funds, 
the fact that loans have been declining, could cause the banks to 
move into the longer term bonds to maintain earnings. However, 
the Board has in the past discouraged the banking system from in- 
creasing their holdings of such obligations. There has been some 
thought given to the possibility that the Federal Reserve would at 
the same time it reduced reserve requirement make one of the longer 
term issues eligible for bank investment, possibly the 244s of 1959-62. 
Under normal circumstances these obligations would not Nesasee eligi- 
ble until 1952. Such action, if taken, would absorb some of the avail- 
able funds from reduced reserves. Thus the problem of using reserve 
requirements as a means of credit control cannot ignore the realities 
of managing the huge debt. 


seems to 


requirements at Central 
were raised by two percent- 


iks, 


to 


The other factor which further complicates the present situation | 


is that the Board has asked for additional authority over bank credit 
beyond the expiration date of its temporary authority on June 30. Ii 
Congress does not extend the time limit or grant additional power, 
reserve requirements will be reduced automatically by 2% on demand 
deposits at Reserve 
Board is in the position of asking for additional authority for even- 
tualitics which at the moment seem remote. Yet if they reduce re- 


serves on their own before Congress acts, they weaken their bargain- | 


ing position. There are some individuals, who claim that business 
conditions have already made unlikely and unnecessary an extention 
of the existing authority. The outcome is still in doubt. 

In the meantime, the trend of business loans, economic condi- 
tions, and the problems of the June maturities are forcing the hand 
of the Federal Reserve. From the longer-term point of view it ap- 
pears that lower reserve requ!rements are assured. 


—, 





Comparison & Analysis 


19 New York City 
Bank Stocks 


March 31, 1949 


Re 


In E. W. Clark & Co. 


Frederick A. Krayer will acquire 


membership of Sydney P. Clark 
;and on May 5 will become a part- 


‘at 16th Street, Philadelphia, mem- 


. + 
“est 


Circular on 


Laird, Bissell & Meeds} 


Members New York Stock Exchange 
126 BROADWAY, NEW YORK 5, N. Y. 
Telephone: BArclay 77-3500 
Bell Teletype—NY 1-1248-49 
(L, A. Gibbs, Manager Trading Dept.) 


|delphia Stock Exchanges. 


Albert Harris Opens 


| Albert Harris will conduct an 
‘investment business from offices 
,at 11 West 42nd Street, 
| City. 








T 


plus | 


|/more exact equipment. 
| turn 
and technicians for help. 


City and Country banks. Thus the Federal Reserve | 


‘knowledge that can 
i gree heretofore undreamed of, 
F. A. Krayer to Be Partner | jc 


the New York Stock Exchange) 


iner in E. W. Clark & Co., Locust | 
| bers of the New York and Phila- |} 


New York | 


President Submits Health Program 


In special message to Congress he calls for broad action by Fed- 
eral Government in framing and executing a broad compulsory 
health insurance scheme, which would include extensive aid in pro- 


viding medical facilities, 
On April 22, President Harry 


education and research. 
S. Truman submitted to Congress 


a special message outlining a comprehensive system of computsory 


proposing 
and 


and 
education 


health insurance 
medical facilities, 


The text of the President's mes-Y 


sage follows: 

In a special] 
message to the 
Congress on 
Nov. 19, 1945, 
and in a num- 
ber of mes- 
sages since 
that date I 
have recom- 
mended the 
enactment of 
cemere- 
hensive legis- 
lation to im- 
prove the 
health the 
people. 

The issues 
involved in 
these recommendations have been 
debated all over the country—in 
Congressional hearings, in medical 
societies, and in public forums. 
Cut of all this discussion has come 
a large measure of agreement. 
There has been increasing recog- 
nition of the need for positive, 
planned action to bringe adequate 
health services within the reach 
of 2ll our people. With respect to 
most of my recommendations 
there is no longer any substantial 
difference of opinion. 

Legislation has already been en- 
acted which is helping substan- 
tially to provide better health 
services and medical care. 

For example, Federal funds are 
now being made available to help 
in. building badly needed hos-| 
pitals. The Federal Government's 
programs of medica! research have 
been expanded. Additional grants 
have been made available to the 
states to aid in establishing and 


v0! 


President Truman 


maintaining public health services. 


However, the action thus far 
taken falls far short of our goal 
of adequate medical care for all 
our citizens. If we are to deal 
with the problem realistically and 
in its true dimensions. action is 
reaquired on a broader scale. 

We are in an era of startling 
medical progress. The technical 
resources available to the physi- 
cian are tremendously’ greater 
than a generation ago. But to 
make these resources effective, he 
must use much more complicated, 
He must 
laboratories 
He must 
apply new techniques and must 
secure more effective drugs and 
appliances. 

As a nation we have 
succeeded in making the benefits 
of these scientific advances avail- 
able to all those who need them. 
The best hospitals, the finest re- 
search laboratories, and the most} 
skillful physicians are of no value 
to those who cannot obtain their 
services. 

Stresses National Health 

Now that we have the medical 
bring good} 
health within our reach to a de- | 
we 
must improve the means for put- 
ting that knowledge to practical) 
Good health is the founda- | 
tion of a nation’s strength. It is| 
also the foundation upon which a 
better standard of living can be 
built for individuals. To see that) 
our people actually enjoy the good 
health that medical science knows 
how to provide is one of the great | 
challenges to our democracy 


Our objective must be twofold: | 
to make available enough medical | 


to specialized 


'services to go around and to see! 


that everybody has a chance to 
obtain those services. We cannot 
attain one part of that objective 
unless we attain the other as well. | 

Our needs are plain. We are, 


expanded 
re 


| previde 


| insurance, 


land 


Federal aid in providing 
search. 


time, short 
nurses, 
and public 
need more 


some 
dentists, 


and shall be fo 
of physicians, 
medical technicians 
health workers. We 
hospitals and clinics. Medical per- 
sonnel and facilities are unevenly 
located in relation to the need in 
different parts of the countr) 
and particularly deficient in 
rural areas. We need broader, bet- 
ter supported medical research. 
We need much more attention to 
preventive health care and more 
adequate public health services. 
Most of all. we need more wide- 
spread use of the modern method 
of paying for medical care through 
prepaid insurance. 

There is, far as I rare, 
no longer any significant disagree- 
ment on these basic objectives. 
And there is general 
that the financial problem 
the base our difficulties. 

My first recommendation is that 
the Congress enact legislation pro- 
viding for a nation-wide system 
of health insurance. 

The traditional method of pay- 
ing for medical cure cannot meet 
the health needs « today. As 
medical education practice 
have become better, they have be- 
come more specialized and at the 
same time more expensive. As 
treatment has become more ex- 
pensive, families have found it 
more and more difficult to meet 
the extraordinary costs of acci- 
dents, serious illness or major 
surgery. Thus, at the same time 
that our knowledge of how to 
medical care is at its 
highest point, more and more 
people are unable to afford it. It 
is no longer just the poor who are 
unable to pay for all the medical 
care they need—such care is now 
beyond the means of all but the 
upper income groups. 

This is an anomalous situation. 
It can and should be met through 
social insurance. Under such a 
system, regular contributions to 
the insurance fund will replace 
irregular, often overwhelming, 
family outlays for medical care. 

Insurance against the costs of 
medical care has been growing 
rapidly in this country in recent 
vears. This growth is proof that 
our people understand the advan- 


are 


am aw 


SO 


is at 


f 
Ol 


and 


| tages of health insurance and de- 


sire its extension. 


Unfortunately, however, volun- 


‘tary plans have proved inadequate. 
| to meet the need. 
| plans give only very limited pro- 


nat yet | tection. While some 50,000,000 peo- 


Most voluntary 


ple now have some form of health 
this insurance usually 
provides only limited protection 
so far as hospitalization is con- 
cerned and in most cases makes 


| no provision at all for other med- 
| ical services. Only 3,500,000 of our 
| people have insurance which pro- 


vides anything approaching ade- 
quate health protection. Most se- 
rious of all, since rates in these 
voluntary plans are not adjusted 
to income, those who need protec- 
tion most cannot afford to join. 

The only fair and effective 
means to assure adequate medical 
care through insurance is to build 
on the pattern of our existing so- 
cial insurance plans. As in the 
icase of those plans we should seek 
{to include as many persons as pos- 
sible within the health insurance 
system, so that more may benefit, 
costs can be more widely 
shared. 

Health insurance is a method of 
paying for medical care. It will 
not require doctors to become em- 


| ployees of the government. It will 
€| not disturb the freedom of doctors 


_and hospitals to determine the na- 
‘ture and extent of treatment to be 


agreement; 


given. It will not interfere with 
the personal relationship between 
doctor and patient. Under such a 
plan, patients will remain free to 
choose their own doctors, and 
doctors will remain free to accept 
or reject patients. Moreover, pa- 
tients, doctors, and hospitals will 
remain free to make their own 
arrangements for care outside the 
insurance system if they so choose. 

The administration of the pro- 
gram should, of course, be de- 
centralized to the greatest possi- 
ble extent. It is also of the utmost 
importance that the quality of 
medical care be adequately safe- 
guarded. Both these objectives 
can be accomplished in large 
measure by having the adminis- 
tration of the program in each 
locality guided by a local group in 
which the skills and judgment of 
local medical personnel are fully 
represented. Furthermore. the 
fullest possible use should be 
made of the medical schools and 
their faculties. 

Health insurance will mean that 
medical care will be eco- 
nomically accessible to everyone 
covered by it, in the country as 
well as in the city, as a right and 
not as a medical dole. 

It will mean that more people 
will obtain the preventive care 
which so important. and that 
more people will be able to have 
better medical care. Thus health 
insurance will provide an effec- 
tive demand for the additional 
doctors. nurses and other medical 
personnel we need to improve ouy 

ith. The provision of more 
doctors and medical personnel 
goes hand in hand with better ar- 
rangements for paying for their 
services. 

My second 


proper 


iS 


recommendation 
therefore, is that the Congress en- 
act legislation to help medical 
schools expand. Special financial 
aid should provided for the 
construction of teaching hospitals 
and other facilities and to help 
ithe schools cover the cost of larger 
enrollments. At the same time, 
scholarship aid should be provided 
for good students who might other-~ 
wise lack tne means to undertake 
the long period of professional 
training. 

Today we have about 190,000 
active physicians, of which 145,000 
are in private practice. This is not 
enough. It represents Only about 
20% of the physicians we require, 
Unless we take prompt action to 
expand the medica] schools, we 
shall be no better off ten years 
from now. We face similar short- 
ages with respect to dentists, 
nurses, and other’ professional 
medical personnel. Obviously, the 
facilities for professional educa- 
tion will have to be expanded if 
we are to provide adequate care 
for our growing population. 


Aid to Doctors 

Health insurance will have an- 
other extremely important result 
so far as medical personnel are 
concerned. Since payment of doc- 
tors’ and other fees will be as- 
sured by the insurance system, 
doctors will be able to practice 
where they are needed most, with- 
out sacrificing income—as_ too 
many doctors must now do in 
rural and low-income areas. Com- 
prehensive health insurance will 
thus lead to a more equitable dis- 
tribution of doctors over the coun. 
try. and we will no longer have 
the situation where some counties 
have only one active physician for 
every 3000 persons, while other 
counties have five or six. 

My third recommendation is 
that the Federal Government pro- 
vide increased aid for the con- 
struction of hospitals and other 
medical facilities in communities 
where they are needed. 

In many cases adequate medical 
treatment can be provided only in 
hospitals. Under present circum- 
stances, hospitalization is often 
impossible, both because of the 
shortage of hospitals and because 
of inability of the patient to pay 
the costs of hospital care. 

The enactment of health insur- 


be 
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will, of course, permit more 
of our people to obtain the hnos- 
pital care tney need. Thus health 
insurance will make it possible to 
support hospitals in communities 
where they cculd not now be sup- 
ported. At the same time, it will 
make the present need for nospital 
construction even more urgent. 


ance 


The present Federal Hospital 
Survey and Construction Act, en- 
acted in 1946, represents an 1m- 


portant step in a national program 


io provide more hospitals. Under 
this act, expiring in 1951, some 
funds are provided for the gov- 


ernment to contribute one-third of 
the construction costs of public 
and other non-profit hospitals. 


I recommend that the Congress | 


extend the duration of this pro- 
gram, increase the funds to 
made available, and modify the 
program so that the government's 
share will take account of the 
varying financial resources of dif- 
ferent states. 

Furthermore, the program 
should be broadened to include aid 
for the establishment of commun- 
ity health centers, diagnostic clin- 
ics and group practice clinics. all 
of which have proved in recent 
vears to be very effective meaas 
of providing better 
This aid should be provided in the 
form of grants to help finance the 
construction and equipping 
public and other nonprofit health 
centers and clinics and in the form 
of government guarantees of loans 
for the establishment of private 
facilities, similar to the mortgage 
guarantees the 
vides for private housing. 


Wants More Preventive Medicine 

Closely related to these meas- 
ures to increase the availability of 
private medica] care are certain 
actions we should take to improve 
the public health preventive and 
disease-control services, which are 
now inadequate in most areas and 
totally lacking in many. 

At present the government pro- 
vides grants to assist state and 
local governments in preventing 
and controlling certain diseases 
and to promote maternal and child 
health services, services for crip- 
pled children, and general public 
health activities. 

My fourth recommendation is 
that the Congress increase the 
amount of the Federal grants for 
these activities, consolidate the 
existing separate grants in so tar 
as possible, and provide for match- 
ing by the states, adjusted to their 
differing financial resources. 

Another essential step. if 
are to continue to Improve our 
medical care system, is to co- 
tinue to improve our medical] re- 
search as more facilities and scien- 
tific personnal become available. 
The government is already con- 
tributing substantially to the ad- 
vance of medical knowledge by 
conferring fellowships for research 


we 


in many specialized fields, by pro- | 
viding grants for researcn by pub- 


lic and nonprofit agencies. and 
through its own research activi- 
ties. We must keep alert to every 
opportunity to add to the program 
of medical researech through new 
scientific techniques, such as the 


use of the products of atomic 
energy, and through the wise and 


research 
not so 


balanced expansion of 
into diseases which have 
far been conquered. 

These recommendations are in- 
terrelated parts of a comprehen- 


be | 


medical care. | 


of | 


sive plan for improving the qual-| 


ity of medical care and making 
such care more completely avail- 
able to our people. They repre- 


sent a sensible and realistic pro-| 


action, which 
recommendations 


gram of 


ments my for 


comple- | 


extending and improving the So-| 
cial Security System, including the | 


provision of insurance against loss 
of workers’ 
riods of sickness or disability. 
We should lose no time in mak- 
ing a full-scale beginning on all 
parts of our health program. 
the same time that we are putting 
health insurance into operation we 


incomes during pe-| 
|but what he actually proposes is | Proposed—at about half the price 


| 


At | 


should be establishing the hospi-| bookkeepers and lay committees. 


and clinics and training the 
medical personnel that the insur- 
ance system will enable us to af- 
ford. We cannot, of course, achieve 
Our goals fully until the system 
has been in operation for some 
time. That fact emphasizes the 
need for early legislative action. 

Many people are concerned 
about the cost cf a national health 
program. Tne truth is that it will 
Save a great aeal more than it 
costs. We are already paying 
about 4% of our national income 
for health care. More and better 
care can be obtained for this same 
amount of money under the pro- 
gram I am recommending. Fur- 
thermore, we can and should in- 
vest additional amounts in an ade- 
quate health program—for the 
additional investment will more 
than pay for itself. 

The real cost of our present in- 
adequate medical care is not meas- 
ured merely by doctors’ bills and 
hospital bills. The real cost to 
society in unnecessary human 


tals 


is 





suffering and the yearly loss of | 


hundreds of millions of productive 
working days. To the individuat 


the real costs are the shattering of | 


} 


family budgets, the disruption o1 
family life, the suffering and dis- 
abilities, the permanent physical 


In answer to the President’s 


Chairman of the Board of 


April 24 


tem of bureaucracy 

The text of Dr. 
statement follows: 

President 
Truman’s 
special mes- 
| Sage, asking 
enactment of 
a national 
compulsory 
health insur- 
ance program, 
| deserves most 
careful scrut- 
iny botn by 
Congress and 
by tne Ameri- 
can people 
whose health 
would be seri- 
ously endan- 
gered if this 
Uld World scourge is allowed to 
spread to our New World. 

There is neither hope nor prom- 
ise Of progress in this system of 
regimentea medical care. It is the 
discredited system of 
nations which are now 





Dr. E. L. Henderson 





living off 


ting a naticnal health insurance program, Dr. 
the American 
released a statement in which he asserted the proposed 
government pro-, scheme would regiment both doctors and patients under a vast sys- 


Henderson’s 


impairments left by crippling dis- 
eases and the deaths eacn year of 
tens of thousands of persons who 
might have lived. This is the price 
we are now paying for inadequate 
medical care. 

It is plain common sense that 
we should not permit these need- 
less costs to continue when we 
have it within our power to re- 
duce them with a practical health 
program. Where there are differ- 
ences remaining as to the details 
of the program, we should not 
permit tnese differences to stand) 
in the way of our going forward. 
They should be threshed out with 
nonesty and tolerance, as is our 
democratic fashion. We should en- 
act the best possible program and 
then all of us should get behind 
it to make it work. 

We are striving in this country 
to see that the strength and flex- 
ibility of our political and eco-| 
nomic institutions are used to 
bring the greatest possible good to 
our people. I consider this health | 
program as part of that endeavor 
—to adjust to modern conditions 
without losing traditional values, 
to bring to the people of this 
country the full enjoyment of the | 
benefits which our freedom makes 
possible. 


AMA Assails President’s Health Insurance 


special message to Congress submit- 


Elmer L. Henderson, 
Medical Association, on 





Every wage-earner, every self- 


/employed person and every em- 


| ployer would 





} 


| 


| 
| 


decadent they would be compelled to pay. 


} 


adopted here it | lieves the American people will | 


the bounty of the American 
people—and _ if 

would not only jeopardize the| 
health of Our people, but would} 


gravely endanger our freedom. It 
is One of the final, irrevocable 
steps toward state socialism—and 
every American should be alerted 
to the danger. 

One of the great dangers in po- 
litical diagnosis of the health 
needs of the people is the tempta- 
tion to over-simplification. Presi- 
dent Truman has fallen into this 
error. 


The President sets forth an 
Objective which all of us can 
warmly endorse—namely, bring- 
ing adequate health services 


within the reach of all the people. 
The doctors of America, in coop- 
eration with the prepaid medical 
and hospital care plans and the 
many splendid voluntary health 
insurance systems, have made 
great progress in achieving that 
objective, so we have no quarrel 
with the President on that score. 

President Truman, however, 
proceeds from a desirable objec- 
tive to a highly undesirable pro- 
posal for achieving that objective. 
There is a great deal of double- 
talk in the President’s message, 


a national compulsory health in- 
surance system which would regi- 
ment doctors and patients alike 
under a vast bureaucracy of po- 
litical administrators, clerks 





| taxes, 


}country where compulsory health 


ithe people would be entitled, or 


be compelled to| 
contribute exorbitant payroll 
eventually mounting to a! 
tax of 8 or 10% on every pay-| 
check, to support this system— 
and tne cost of medical care, in- 
stead Of being reduced, would be 
doubled and trebled by bureau-+ 
cratic overhead. 

The record is clear 


in -every 


insurance has been adopted. It is| 

cheap in quality, but extrava- | 

gantiy high in price. 
The President’s message, in 


some respects, was persuasive and 
disarming. The ideals and objec- 
tives were stated in glowing 
terms, but the message was com- 
'pletely lacking in any specific 
statement of the services to which 


any estimate of the taxes which 


Truman has been too long 
from Missouri, if he be- 


Mr. 
away 


sign a blank check for such an 
ambiguous program. The people 
will want to be shown. 
There are many fallacies and) 
misstatements in the President’s | 
message, some of which cannot Bo | 
| 

| 





unchallenged. 

President Truman, for example, 
is about a decade behind the times | 
in his statistics on the growth of | 
the voluntary health insurance 
systems. 

He reports that only 3,500,000 | 
people have insurance which pro- 
vides adequate health protection. 
Ten or 15 years ago that was true. 
Today, Mr. President, 55,000,000 
Americans are protected, under | 
the voluntary health insurance 
systems of this country, against 
the costs of hospital care and 
37,000,000 policy holders are in- 
sured against surgical or medical 
bills. 

Again, the President falls into 
the error of stating that only lim- 
ited, inadequate health protection | 
is available under the voluntary 
health insurance systems. Actu- | 
ally, the voluntary systems are) 
providing better coverage today | 
than any compulsory program yet 


President Truman also makes 
the amazing assertion that ade- 


| quate medical care is now beyond | 


,| income groups. 
} any 


the means of all but the upper | 
On the contrary, 


family which can 


afford aj_. 





package of cigarettes a day, or < 
weekly movie, can afford tne fin- 
est kind of prepaid medical and 
hospital protection. The cost is 
about the same, 

The most serious misstatement 
in the President’s message—and 
one which it is regrettable any 
President of the United States 





would have uttered—is the repe- | 


tition of that now completely 
discredited statement that tens of 
thousands of persons die 
lessly in this country, due to lack 
of medical care. 

The President, in this instance, 


as in others, undoubtedly based 


need- | 





2|to impose on the credulity of the 


American people with such fla- 
grant misrepresentations—and it 
is unfortunate, indeed, that the 
President of the United States 
should have repeated even in part, 


the misinformation containéd in 
this report. 

There is a very real need in 
America for the budgeting of 


medical costs and American med- 
icine is proud of the part it has 
played in building the voluntary 
health insurance systems to meet 


‘that need. There is no need, how- 


his statement on the distorted re- | 


Federal Security 
Administrator, whose listing of 
“needless deaths” included 40,000 
deaths from accidents and 115,000 
from cancer and heart disease. 


It is shocking that any govern- 


port of the 


ever, for compelling the American 
people to join a government sys- 
tem. 

The voluntary way is the Amer- 
ican way—and the people will 
resolve this problem, in a very 


short span of years, under the vol- 


untary systems now available to 


ment department head would seek | them. 
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PROTECTED 
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A Key Man often provides the margin of profit in a successful business, 


How much would his untimely death affect earnings? 


The one sure way to protect your business in such a case is with cash—cash to 
induce a capable man to take over the job—cash to insure dividends during 


readjustment—cash to satisfy creditors that the business will continuc. 


The Penn Mutual Underwriter will be glad to explain how you can guaranteé 
this cash without need for dipping into sinking funds or working capitals 


He will show you how the event that creates the 


NEED for cash also creates the CASH. 
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Public Utility Securities 


By OWEN ELY 
North American Company 


North American Company has been distributing to stockholders 
most oi its utility holdings over the last 10 years—first through their 
distribution as dividends. and later as partial liquidations—to con- 
form to the Public Utility Holding Company Act. Several years ago 
the company indicated its intention to retire from the utility busi- 
ness and retain its non-utility holdings, but later it decided to remain 
out of non-utility fields. With the final clearing up early this year 
of the affairs of a subholding company, North American Light & 
Power, North American announced its intention to transfer the com- 
mon stock of Missouri Power & Light Company to Union Electric 
Company of Missouri (its main subsidiary). It was recently an- 
nounced that 21! of the common stock of another subsidiary of Light} 
& Power, Kansas Power & Light, would be distributed to North! 
American stockholders July 1 in the ratio of 1-for-4. 

Kansas Power and Light will be the sixth major utility company | 
whose shares have been distributed to North American stockholders. 
Previous distributions have included shares of The Detroit Edison 
Company, Pacific Gas and Electric Company, Cleveland Electric Illu- 
minating Company, Potomac Electric Power Company and Wisconsin 
Electric Power Company. The aggregate value at the dates of declara- 
tion of the distributions already made was equivalent to $24.69 per 
share of North American. This dves not include the value of the 
proposed distribution of Kansas Power and Light. 

North American also announced that it would transfer a section 
of the properties of West Kentucky Coal Company to Union Elec- 
tric (representing about 25% of the coal reserves but accounting 
for about 11% of the Comnany’s net income in 1948). Union Electric 
will thus be provided with substantial fuel supplies conveniently 
located for river transport to the St. Louis area, which will afford 
operating economies and greater flexibility in selecting locations for 
future power plants. After the SEC has approved this plan for split- 
ting the property (they had previously refused to sanction transfer 
of the entire property to Union Electric) North American proposes 
to distribute the Coal company’s stock to its own stockholders in a 
1-for-10 ratio. After these plans are carried out North American 
Company will retain the following holdings, plus some minor items: 


Fully Owned: 
Union Electric Co. of Missouri 
60 Broadway Building Corp. 
N. A. Utilities Securities Corp.* 


Partly Owned: 
Capital Transit (46%) 
Illinois Power (13%) 
Wisconsin Electric Power 6% pfd. (13%) 
*There is a minority common stock interest—see later description of this 
company. 
In addition North American Company at the end of 1948 had about 
$11 million cash assets in excess of its debts. While this cash might 
be considered earmarked for the investment of $5 million in the 
common stock of Union Electric prior to June 30, and to repay a 
$5 million bank loan of Light & Power maturing at the end of 1949, 
nevertheless current income should suffice to take care of these 
obligations. 
In a recent 22-page study of North American Co., Goldman, Sachs 
& Co. estimated breakup value as follows per share of North American: 
Union Electric 
Kansas Power & Light 
West Kentucky Coal 
Illinois Power 
North American Utility Securities Preferred__-_- 
Capital Transit 
Wisconsin Electric Power Preferred 
Current Assets 





























} 





The estimated value of Union Electric (approximately $133 mil- 
lion) was based on a multiplier of 114% times, applied to estimated 
earnings for 1949 of $11,500,000. This multiple seems a little high 
for an unsezsoned stock but would probably be warranted if the 
dividend payout were 75-80%, or if allowance for a year or so’s 
Mmarkct seasoning of the stock should be made. Certainly the Com- 
pany’s growth prospects are excellent (it has a very ambitious long- 
fahge construction program) and it has a sound and conservative 
background which should give the stock substantial investment calibre. 

Goldman Sachs’ appraisal of $31 million value for Kansas Power 
& Light common reflects 10 times 1948 earnings, which appears 
reasonable. West Kentucky Coal’s stock is appraised at $17,100,000 
or only 4.25 times last year’s earnings; this seems conservative con- 
sidering the Company’s huge reserves of good-grade coal, its high 
degree of mechanization, and the overall efficiency developed under 
North American management. 

North American Utility Securities Corp. is a general manage-| 
ment investment trust with a diversified list of common stocks. The 
viet adjusted value of the portfolio at the end of last year was $6,- 
176,000. There is-no first preferred stock now outstanding, but the 
second preferred (all held by North American) has an aggregate 
claim for principle and dividend arrears of nearly $9 billion. While 
about 19% of the common stock is in the hands of the public (the 
stOck is traded on the Curb), North American claims that there is 
no equity for the commmon. The question is now before the SEC and 
the courts. The Goldman, Sachs study does not attempt to place any 
Values on the large building at 60 Broadway, the investments in Hevi 
Duty Electric, Muzak, etc. In our opinion these assets might be 
worth some $5 million or more. 

North American Company plans to pay cash dividends at the 
rate of 25¢ quarterly during 1949 in addition to the distribution of 
Kansas Power & Light (and possibly West Kentucky Coal). It ex- 
pects to liquidate its holdings of Illinois Power, Capital Transit, etc., | 
as well as the portfolio of the Securities Corporation when litigation | 
is cleared up. Thus eventually North American’s interest will be | 
reduced to Union Electric ard the office building together with liquid 
aésets. The 1948 report states: ‘““The plans of North American will 
thus be related to those of Union Electric Company of Missouri and | 
= aren requirements of that company during the immediate future.” | 

ether the SEC will permit retention of these interests in the in-| 
definite future remains somewkat problematical, however. 





il 
| 21 made iwo technical amendments in Regulation T and U (margin 
| requirements) in order to tacilitate and simplify operations under 


One further liberalizes rules on withdrawals and 
other simplifies the 


| FRB Makes Technical 


Amendments to Margin 


Rules-NYSE Explains Effect of Changes 


The board of governors of the Federal Reserve Board on April 


the regulations. 
substitutions. The 
brokers and dealers in connection 


rules to be followed by 


with cash accounts. 


According to the amendmerts, effective May 1, 1949, Regulation 
T is hereby amended in the following respects: 


(1.) The second paragraph of section 


amended to read as follows: 
“A transaction consisting of 
or exempted securities trom 


3 (b) of Regulation T is 


a withdrawal of cash or registered | 
a general account shall be per- 


missible only on condition that no cash or securities need to be 
deposited in the account in connection with a transaction on a 
previous day and that, in addition, the transactions (including 
such withdrawal) on the day of such withdrawal would not 
create an excess of the adjusted debit balance of the account 
over the maximum loan value of the securities in the account 01 


increase any such excess.” 


(2) Section 4(c) (7) of Regulation T is amended to read as fol- 


lows: 


“(7) The 7-day periods specified in this section 4 (c) refer to| 
The 35-day period and the 90-day 
period specified herein refer to calendar days, but if the last day | 
of any such period is a Saturday, Sunday, or holiday, such period | 


seven full business days. 


shall be considered to end on the next full business day. For the 


purposes of this section 4(c), 


a creditor may, at his option, dis-_| 


regard any sum due by the customer not exceeding $100.” 
(3) Section 4(c) (8) of Regulation T is amended hy adding the 


following at the end thereof: 


“For the purposes of this section 4(c) (8), the cancellation of 
a transaction, otherwise than to correct an error, shall be deemed 
to constitute a sale. The creditor may disregard for the purposes 


of this section 4(c) 


(8) a sale without prior payment provided 


full cash payment is received within the period described by 


subdivision 


(2) of this section 4(c) and the customer has not} 


withdrawn the proceeds of sale on or nefore the day on which 


such payment (and also final 
that connection) is received. 


payment of any check received in} 
The creditor may so disregard a | 


delivery of a security to another broker or dealer proviaed such 
delivery was for deposit into a special cash account which the 
latter broker or dealer maintains for the same customer and in 
which account there are already sufficient funds to pay for the 


security so purchased; and for 
connection the status of a customer’s account at another broker | 
or dealer, a creditor may rely upon a written statement which | 


he accepts in good faith from 


the purpose of determining in that 


such other broker or dealer.” 


Amendment No. 9 to Regulation U, recently issued by the board 

of governors of the Federal Reserve System to be effective May 1, 
1949, alters the third paragraph of section 1 to read as follows: 

“While a bank maintains any such loan, whenever made, the 

bank shall not at any time permit wtihdrawals or substitutions 

of collateral that would cause the maximum loan value of the 

collateral at such time to be less than the amount of the loan. In 

case such maximum loan value has become less than the amount 

of the loan, a bank shall not permit withdrawals or substitutions 

that would increase the deficiency; but the amount of the loan 

may be increased if there is provided additional collateral having | the proceeds of the sale are not 

maximum loan value at least equal to the amount of the increase.” | withdrawn on or before the day 


STATEMENT ISSUED BY NYSE | 


ceived by the regular clearance 
date. Repeated instances where 
a broker fails to obtain payment 
by the clearance date would raise 
a question as to the diligence of 
the effort made by the broker to 
obtain funds promptly. It might 
alsc raise a question of the good 
faith of the customer in stating he 
will make full cash payment 
promptly. 

The amendment has increased 
the amount which a broker may 
disregard in a special cash ac- 
count from $50 to $100. 

The amendment to sub-section 
(8) of section 4(c) provides that a 
cancellation of a purchase in a 
special cash account after the 
purchase has been made, but be- 
fore full cash payment is received, 
except to correct an error, shall 
be considered the same as a sale 
of the security. 

When a security purchased in 
a special cash account is sold be- 
fore full cash payment is re- 
ceived, for a period of 90 days 
after the date of purchase no fur- 
ther purchases may be made un- 
less cash sufficent to pay in full 
for the additional purchases is 
on deposit at the time the se- 
|curities are bought. However, if 
a security is purchased and sold, 
and, within the seven full busi- 
ness day period prescribed by 
isection 4(c) (2), full cash pay- 
| ment for the purchase is received, 
'and the proceeds of sale are not 
| withdrawn on or before that day 
the 90 day period will cease to be 
applicable on the day payment is 
|received. If a purchase is made 
'in the interim between the date 
| of sale and the receipt of full cash 
| payment for the security sold the 
| second purchase must be paid for 
'in full on the day the order is 
executed. 


Example No. 1—On Monday a 
| customer buys 100 ABC at 33; on 
| Tuesday he calls the broker on 
the telephone and instructs him 
| to sell the stock at 34, at which 
| price it is sold, and informs the 
| broker he is mailing a check for 
full payment. On Wednesday the 
check is received and the 90 day 
| period is no longer applicable on 
| Wednesday upon the recepit of 
the check, unless the broker fails 
to collect the check, and provided 


i the check is received. 
Example No. 2—-On Monday a 


With reference to the foregoing amiendments, the Department of | eystomer buys 100 BCD at 33, on 


of the net proceeds of sales of 
registered non-exempted securi- 
ties on the trade date of the sale. 

No withdrawal of any proceeds 
of a sale may be made on a day 
after the trade date of sale un- 
less at the time of the withdrawal 
there is excess loan value in the 
account equal to the amount of 
the withdrawal. 

If a customer wishes to make a 
substitution in a restricted ac- 
count by a sale and purchase of 
securities both transactions must 
be effected on the same day. If 
the purchase is not effected on 
the date of sale, 50% of the pro- 
ceeds of the sale must be with- 
drawn on that day and trans- 
ferred to an appropriate account 
in order to preserve the custom- 
er’s purchasing power. A substi- 
tution may not be spread over 
two or more days by merely ef- 
fecting a sale and on some later 
date purchasing stock. 

A withdrawal of a security also 
may be made upon the deposit of 
its loan value in the account on 
the same day. 

No withdrawal of cash or regis- 
tered or exempted securities may 
be made if there is an unsatisfied 
margin requirement outstanding. 

If a customer makes a with- 
drawal of cash or registered or 
exempted securities and then on 
the same day, effects a transac- 
tion requiring margin he will be 
required, either to redeposit the 
withdrawal on that day, or, de- 
posit on that day the amount of 
margin required by the transac- 


Member Firms of the New York Stock Exchange issued on April 22' Tuesday he calls the broker on 
the following comments to its members and member firms: 

The amendment to section 3(b)@ 
|permits the withdrawal of 50% 


the telephone and instructs him 
f ; : 'to sell the stock at 32 at which 
tion. In view of the foregoing, price it is sold. On Wednesday 

consideration should be | the customer instructs the broker 





careful 
given to any open orders for the | to buy 100 XYZ at 34 and informs 
account when withdrawal is to be | the broker he will mail a check 
made before the market closes. to cover the cost of the BCD. The 
All accounts mentioned in the} broker will be required to obtain 
foregoing comments are general | the full cost of the XYZ before 
accounts maintained pursuant to | the order is executed on Wednes- 
section 3 of Regulation T, and!day, inasmuch as the restriction 


have adjusted debit balances 
which exceed the maximum loan 
values of the securities in the ac- 
count, i.e., they are “restricted” 
margin accounts. 


Comments on Special Cash 
Accounts Section 4(c) 


The following are the com- 
ments of the New York Stock 
Exchange to amendment of Sec- 
tion 4(c) of Regulation T: 


The amendment to sub-section 
(7) of section 4(c) has changed 
the period of time within which 
the broker is required to take ac- 
tion when full cash payment is 
not received, from seven calendar 
days to seven full business days. 


NOTE:—The seven full busi- 
ness day period prescribed by sec- 
tion 4(c) is not a privilege ex- 
tended to the customer and does 
not confer upon any customer the 


the time it is practicable for him 
to furnish full cash payment. 


liquidating action because of the 





/customer’s failure to meet his 
| obligations. Full cash payment 


|must be obtained promtply; nor- | 


‘mally such payment should be re- 


right to delay payment beyond | 


It | 
prescribes the time within which | 
the broker himself must take) 


{will not be lifted until full cash 


payment is received for the se- 
‘curity previously sold. 

| A statement by the customer 
that payment is in the mail, or 
will be mailed, does not constitute 
| receipt of the funds by the broker. 
| If any check given in connec- 
tion with the foregoing situations 
|is not deposited promptly by the 
broker and subsequently collect- 
'ed, the account continues to be 
| subject to the 90 day period. 


| Delivery of securities to another 
| broker or dealer before full cash 
payment is received will not sub- 
| ject the special cash account to 
‘the 90 day restriction, provided 
the delivering broker obtains 
| from the receiving broker a writ- 
|ten statement that the securities 
|are being accepted for a special 
‘cash account of the customer in 
which account there are sufficient 
funds to make full cash payment 
‘for the securities received. 

A broker receiving securities 
into a cash account for a cus- 
tomer may not give a written 
statement to the effect that funds 
are in the account to pay for the 
security received if such funds 
are the proceeds of a sale of the 
| security to be received, 
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Security Traders Association of New York 





Arnold J. Wechsler, Ogden, Wechsler & Co.; D. Raymond Kenney, Kenney & Powell; Harry J. Steele, Fauset, Steele & Co., Pittsburgh; Paul I. Moreland, Moreland & Co., 
James F. FitzGerald, W. L. Canady & Co., President of the Security Traders Asso- Detroit; Joseph C. Eagan, Frank C. Masterson & Co.; Wm. Perry Brown, 
ciation of New York; Leslie Barbier, G. A. Saxton & Co., Inc. Newman, Brown & Co., New Orleans 


¥ 
y 
% 
% 


Harding, Pennsylvania Railroad; Vic Mosley, Stroud & Co., Inc., Philadelphia; : we i 
Edward H. Welch, Sincere & Co., Chicago, President of the N.S.T.A.; ee Gicinas'a fc fears 3 dee ee Teauas B'Cos Flean ® “Maumee ne 
Harold Smith, Pershing & Co. 7 SZ. Van Ingen & Co. j / 


Sal Rappa, F. S. Moseley & Co.; William Eiger, Hart, Smith & Co.; Irving Stein, Walter Bradley, B. W. Pizzini & Co.; Will Wittich, Walston, Hoffman & Goodwin; 
Stein & Co.; Wm. Hart Smith, Hart Smith & Co. Graham Walker, National Quotation Bureau 


1) 


Carl Stolle, G. A. Saxton & Co.; James J. Lee, Lee Higginson Corp. John J. O’Kane, Jr., John J. O’Kane, Jr. & Co.; L. W. Shepler, Merrill Lynch, Pierce, 

Fenner & Beane, President of The Cincinnati Stock & Bond Club, Cincinnati, Ohio; 

Glen Darfler, Kneeland & Co., Chicago, President of the Bond Traders Club of 
Chicago; Henry D. Miller, Nugent & Igoe, East Orange, N. J. 
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Thirteenth Annual Dinner 


Hal Murphy, The Financial Chronicle; W. L. Canady, W. L. Canady & Co.; John F. Irving A. Greene, Greene and Company; Clifton B. Smith, Francis I. du Pont & 
McLaughlin, McLaughlin, Reuss & Co.: H. Terry Snowday, John J. Meyers, Jr., Gordon Graves & Co.; John M. Hudson, 
E. H. Rollins & Sons, Inc., Detroit Thayer, Baker, & Co., Philadelphia 








a a yee A 


i; ig 


Frank Mackessy, Abbott, Proctor & Paine; George E. Rieber, N.A.S.D.; Maurits E. E. McClure, Stein Bros. & Bo ‘ aia ; — , 
: ’ . 7 £1 ‘ i yce, Baltimore; Ben Van Keegan, Frank C. Masterson 
Johnson, Hincks Bros. & Co., Bridgeport, Conn.; Ed. Guberlet, Paine, Webber, & Co.: Alfr F. Tisch. Fitz & Co.: Theodore Y Yo & Gers 
Jackson & Curtis; Henry Schmitt, Pulis, Dowling & Co. ™ Pa es en, remo Sh eee o> Soen: SNe —— 











i lig! 


Homer Wirth, Mabon & Co.; Henry Oetjen, McGinnis, Bampton & Sellger; Richard Charles O’Brien Murphy III i i - Si i 
x Co.; , , phy , Merrill Lynch, Pierce, Fenner & Beane; Sid Siegel, 
H. Goodman, Cou & Co.; Daniel G. Mullin, Tucker, Anthony & Co. Siegel & Co.; Joe S. Nye, Freeman & Co.; Edwin L. Beck, Finuncial Chronicle 


ance 
ol 


Stan Roggenburg, Roggenburg & Co.; Edmund Hanrahan, Arthur Schwartz, Bache & Co.; John Latshaw, Uhlmann Mickie Rodriguez, accompanied by B. Winthrop Pizzini, 
Chairman of the SEC & Latshaw, Kansas City, Mo., President of the Bond B. W. Pizzini & Co. 
Traders Club of Kansas City; Herbert D. Knox, 
H. D. Knox & Co. 
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Held April 22nd, 1949 


P 


Jules Raymond Gimbernat, Jr., Gimbernat & Sellwood: Jose i i 
f yo ant» lag 000, ph Janareli, Joseph John M. O’Neill i 
Janareli & Co.; “Hoy” Meyer, Stern & Co.; Gus Schlosser, Union Securities Co. ‘ ae aaa Rates d oy or ot — +) oe 


Samuel I. Gold, Lilley & Co.; Charles D. Ogden, Ogden, Wechsler & Co.; Jack Conlon Sam J. Rutberg, Rutber ; i i 
: , , ( ‘i ‘ J. ’ g & Co., Inc.; Thomas A. D. Canova, Deputy Director, Savings 
J. Arthur Warner & Co.; Nat Krumholz, Siegel & Co. Bonds Division, U. S. Treasury; John H. Kugel, Kugel, Stone & Co. 


John M. Mayer, Merrill Lynch, Pierce, Fenner & Beane; Paul E. Fitzpatrick, Chair- Kassebaum, Van Alstyne, Noel & Co.; Herb Blizzard, Herbert H. Blizzard 
man of New York State Democratic Committee; Larry T. Doyle, Hardy & Co. & Co., Philadelphia; Don Sloan, Sloan & Wilcox, Portland, Ore. 





T. J. Bryce, Clark, Dodge & Co.; Mel Wien, M. S. Wien & Co.; Irwin R. Frumberg, 


Dick Abbe, Richard F. Abbe Co.; Mort Cayne, Cunningham & Co., Cleveland 
SEC, New York City 
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Thursday, April 28, 1949 





In the Grand Ballroom of the Waldorf Astoria 


| | 
| if Cy : 


i 


Vic Reid and Mike Growney of York Affiliates; Matt Ryan and Fred Zimmer of 
Colonial Trust Co. 


Richard Hunter, guest; Wellington J. “Duke” Hunter, Hunter & Co.; Samuel I, Gold, 








Geo. Frings, Fitzgerald & Co.; Robert V. B. H. Harned, Warren W. York & Co., 
Allentown, Pa.; Wm. F. Thompson, Greene & Co.; Paul Fredericks, Warren W. York 


& Co., New York City; Henry Kuipers, Louis H. Whitehead Co. 


Z 
p,. 


a 


Lilley & Co.; Bernard Weissman, Siegel & Co. 


+ 


\ 
fi 


Lou Walker, National Quotation Bureau; Walter Saunders, Dominion Securities Corp. 





Senate Gets Bill for Nat’i Monetary Commission 


Senators Maybank and Tobey sponsor measure to set up bi-partisan 
commission, comprising members of Congress, representatives of 
Executive Departments and private individuals. 


On April 11, Senator Burnet R. Maybank (Dem.-S.C.), for him- | 
self and Senator Charles W. Tobey (Rep.-N.Hamp.), introduced a 
bill in the Senate providing for the establishment of a bi-partisan 
National Monetary Commission. The bill was sponsored by the Com- 
mittee on Monetary Policy of thee—— TCE 


Conference of Small Business Or- 
ganizations, under the chairman- 
ship of Fred A. Virkus. The text 
of the proposed measure follows: 


A BILL 


For the establishment of the Na-| 


tional Monetary Commission. 


Be it enacted by the Senate and 
House of Representatives of the 
United States of America in Con- 
gress assembled, 


Declaration of Policy 


Section 1. It is hereby declared 
to be the policy of Congress to 
promote and maintain the utmost 
stability of domestic and interna- 
tional trade, to the end that or- 
derly commercial relationships 
built up by the citizens of the 
United States of America both 
within and without the country 
shall remain as free as possible 


from uncertainty concerning and | 


arising from both the relative and 
absolute values of the currency of 
the United States, in terms both 
of commodities and of currencies 
of other countries. 


Establishment of the National 
Monetary Commission 


Sec, 2. For the purpose of bet- 
ter enabling the Congress to carry 
out the policy set forth in section ] 
hereof, there is hereby established 


a bipartisan commission to be) 


known as the National Montary 
Commission (in this Act referred 
to as the “Commission’’). 


| 


Membership of the Commission | 


Sec. 3. (a) 


Number and Ap-| gress—Members of Congress who 


|Chairman from among its mem- 





shall serve without compensation 
in addition to that received for 
their services as Members of Con- 
gress; but they shall be reim- 


other necessary expenses incurred 
by them in the performance of the 
duties vested in the Commission. 


| tive Branch—The members of the 
Commission who are in the exec- 
utive branch of the government 
follows: shall each receive the compensa- 

(1) Six appointed by the Pres- | tion which he would receive if he 
ident of the United States, three | were not a member of the Com- 
from the executive branch of the | Mission, plus such additional com- 
government and three from pri-| pensation, if any (notwithstanding 
vate life; 

(2) Six appointed by the Pres- | 1915, as amended; 39 Stat. 582; 
ident of the Senate, three from|5 U. S. C. 58), as is necessary to 
the Senate and three from private|™ake his aggregate salary $12,- 
life; and | 500; and they shall be reimbursed 

(3) Six appointed by the) for travel, subsistence, and other 
Speaker of the House of Repre-| necessary expenses incurred by 
sentatives, three from the House|them in the performance of the 
of Representatives and three from | duties vested in the Commission. 


private life, | (c) Members From Private Life 
(b) Political Affiliation—Of each| —The members from private life 
group of six members mentioned | shall each receive $50 per diem 
in subsection (a), not more than | when engaged in the performance 
three members shall be from each | of duties vested in the Commis- 
of the two major political par-|sion, plus reimbursement for 
ties. | travel, subsistence, and other nec- 
(c) Vacancies—Any vacancy in| essary expenses incurred by them 
the Commission shall not affect | in the performance of such duties. 
its powers, but shall be filled in| 
the same manner in which _ the 
original appointment was made. 


pointment—The Commission shall 
be composed of 18 members as 





Staff of the Commission 


|. Sec. 7. The Commission shall 
Organization of the Commission | have power to appoint and fix 
Sec. 4. The Commission shall|th€ compensation of such per- 
elect a Chairman and a Vice-|S°mnel as it deems advisable, in 
| accordance with the provisions of 
|the civil-service laws and the 
|Classification Act of 1923, as 
| amended. 


bers, 


Quorum 
Sec. 5. Ten members of the)! tind 

Commission shall constitute a| Expenses of the Commission 
quorum. | Sec, 8. There is hereby au- 
thorized to be appropriated, out of 
Compensation of Members of the any money in the Treasury not 
Commission |otherwise appropriated, so much 
(a) Members of Con- | as may be necessary to carry out 

the provisions of this Act. 


Sec. 6. 


(b) Members From the Execu-| 


are members of the Commission | 


Expiration of the Commission 
Sec. 9. Ninety days after the 


| submission to the Congress of the 
'final report provided for in sec- 


bursed for travel, subsistence, and | 


'section 6 of the Act of May 10,| 





tion 10 (b), the Commission shall 
cease to exist. 


Duties of the Commission 


Section 10. 
The Commission shall study and | 
inquire into what changes are 
necessary or desirable in the} 
banking and monetary system of | 
the United States, or in the laws| 
relating to banking and currency, 
by reason of domestic or interna- | 
tional considerations or both. It | 
shall investigate (without limita- | 
tion) the present requirements | 
and methods covering the matters 
of legal reserves of banks, eligible 
deposits thereagainst, open market | 
operations of the Federal Reserve | 
banks, adequacy or paucity of eli- | 
gible paper other than govern-| 
ment obligations, specie reserves, | 
foreign-exchange fluctuations, and | 
any and all other factors in this | 
or other countries which, in its| 
judgment, may relate to the pur-| 
poses set forth in section 1 hereof. | 

(b) Reports—The Commission) 
shall make such interim reports | 
as in its judgment are desirable. | 
Its final report and recommenda- | 
tions shall be made to the Con-| 
gress within ten days after the| 
Eighty-second Congress is con-| 
vened and organized: Provided, | 
That the Congress may by concur- 
rent resolution extend the time 
therefor. 


Powers of the Commission 


(a) Investigation— | 


| joined 


advisable. Any member of the 
Commission may administer oaths 
or affirmations to witnesses ap- 
pearing before the Commission or 
before such member. 

(b) Obtaining Official Data— 
The Commission is authorized to 
secure directly from any exec- 
utive department, bureau, agency, 
board, commission, office, inde- 


| pendent establishment, or instru- 


mentality information, sugges- 
tions, estimates, and statistics for 
the purpose of this Act; and each 
such department, bureau, agency, 
board, commission, office, estab- 
lishment, or instrumentality is 
authorized and directed to furnish 
such information, suggestions, es- 
timates, and statistics directly to 
the Commission, upon request 
made by the Chairman or Vice- 
Chairman. 


Donald C. Douglas With 
Blyth & Co. in Seattle 


SEATTLE, WASH. — Donald C, 
Douglas has joined the Seattle of- 
fice of Blyth & Co., Inc., 1411 
Fourth Avenue’ Building, ac- 
cording to an announcement made 
today by E. F. Maxwell, Vice- 
President in charge. 

Mr. Douglas, a native of Seattle, 
was formerly associated with the 
investment business in St. Paul, 
Minnesota, where he was associ- 
ated with Harold E. Wood & Co., 
and just recently returned to the 
Pacific Coast. Mr. Douglas is the 
son of Superior Court Judge and 
Mrs. Malcolm C. Douglas. He 
the Air Force during 


| World War II as a pilot and was 


Sec. 11. (a) The Commission, 
or any member thereof, may, for | 
the purpose of carrying out sar 


|provisions of this Act, sit during 
| the sessions or recess of Congress, | 


at such times and places as it may | 
deem desirable; send for persons 
and papers, administer oaths, 
summons, and compel the attend- | 
ance of witnesses, as the Commis- | 
sion or such member may deem | 


honorably separated with the rank 
of First Lieutenant in October, 
1945. 


Geo. K. Baum Co. Adds 


(Special to THe FrNaNnctaL CHRONICLE) 

KANSAS CITY, MO. — Alton 
Gumbiner has been added to the 
staff of George K. Baum & Co., 
1016 Baltimore Avenue. 
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Railroad Securities 


Chicago Great Western is making another attempt to put through 
an exchange of securities with a view toward eliminating the present 
preferred stock. Last year it was proposed that holders of the stock 
be given in exchange for their holdings a combination of income 
bonds and preferred stock. In June, 1948, an ICC examiner recom- 
mended that the application for authority to issue the new securities 
be denied and the matter was dropped temporarily. It has now been 
reopened and the Commission has set June 8 as the date for the new 
hearings. 

The company proposes to issue $7,322,080 of new income 414s, and 
73,221 additional shares of common stock. These would be exchanged 
for the present preferred, with accumulated dividends, at the rate of | 
$20 of income bonds and one-fifth share of common for each pre- 
ferred share. The preferred is a $50 par stock and is entitled to pref- 
erential dividends of $2.50 a share per annum. It is cumulative up 
to $7.50, which is the amount of the present arrears. No distribution 
has been made on this stock since $0.6212 was paid in 1946. 

Amorg the reasons given by the company to justify reopening the 
case were changed market conditions, which make the offer more | 
attractive to preferred stockholders, and the very substantial reduc- | 
tion the company has made in its outstanding debt in the interim. 
There can be no question but that the management has done an out- 
standing job on its debt structure. In 1948 alone the company re- 
duced its non-equipment fixed interest debt by $5,282,300, bringing | 
retirements since consummation of the reorganization to a total of 
$8,852,270. This represents a cut of more than 50%. Total remaining 
non-equipment fixed interest debt as of the end of last year stood ai 
$8,190,700. This will unquestionably be further reduced by payment! 
of the $189,000 bank loan due Sept. 1 and a $500,000 mortgage issue | 
snaturing the first of next year. 
. The company has also worked aggressively 0n its income 44s, 

2038. There were $2,373,720 of these bonds acquired and retired last | 
year, bringing the total reduction in income bonds since reorganization | 
to $3,369,820. There were only $2,743,780 remaining outstanding by | 
the end of 1948. With this background there would appear to be | 
adequate justification for the issuance of the $7,322,080 income bonds | 
contemplated in the company’s plan. The potential savings accruing | 
to the benefit of the common ,would be substantial. For annual 
preferred dividend requirements of $915,260 there would be substi- 
tuted $329,944 of contingent interest. The latter is deductible before | 
Federal income taxes while dividend requirements are not. Under | 














SS —-——» 








the plan the amount of common stock would be increased ees 


352,639 to 425,860 shares. 

The management has embarked on an ambitious property re- 
habilitation program. Also, it has been installing a considerable 
amount of new equipment, including Diese] power. It is indicated 
that there is still much to be done with respect to the road property. 
Neverthelss, the money already spent has paid handsome profits in | 
improved operating efficiency. Evidence of this began to appear last 
year when the road accomplished the widest year-to-year reduction 
in its transportation ratio of any major carrier. Its ratio of 40.3% | 
was still above the industry average of 39.5%, but was substantially | 
better than the 1947 ratio of 44.6%. This favorable trend has con- | 
tinued in the current year, with the ratio for the first two months 
down to 42.8%, compared with 47.2% a year earlier. 

With its property needs, and with working capital reduced 
sharply by cebt retirements, the road is not in a position where 
dividend payments would appear feasible for some time to come. | 
Nevertheless, on the basis of current earning power and the trend of 
operating costs, the securities do appear to have considerable specu- 
lative price appeal. Earnings on the common amounted to $2.73 a 
share last year and there was a modest year-to-year gain in net in 
the seasonally dull opening months of the current year. Over the 
longer term, moreover, there are the potentialities of a closer affilia- 
tion with the strong Kansas City Southern. ; 


} 





What's Ahead forthe Businessman? 


(Continued from page 2) 
or fifteen who have also noted,trying months of this year em- 


|depression and prosperity, 


| highly 


| needed—of course, within our re- 


‘business and 
/policies and some better under- 


‘ahead from the relatively bright 


occurred — when you put all| 
those things together, I think we 
have a rather bright outlook for 
1949. 


Deeds, Not Forecasts, Important 


It depends on two things. It | 
depends, first, not on what we| 
forecast, but on what we do. And} 
I wish that I could drive home | 
this prime measure to every busi- 
ness person in America, to every | 
government person in America, 
and to everybody thinking about 
the problems of the American 
economy: that while forecasting 
is important, we do not live in a 
fatalistic American economy 
where it is central in the same 
sense that we forecast the weather. 
The condition of our economy is 
not foreordained, and if there is 
anything we have learned ove) 
the last 20 years of peace and war, 
it is 
that while we do not want a 
highly managed economy, or «@ 
centralized economy, we 
nonetheless do have to make those 
basic decisions and take those 
basic actions through which we 
will determine what the forecast 
is going to be. That means re- 
sponsibie business, and it means 
responsible government. 

I might point out that in the 
course of the war, when we were 
fighting a battle—which we have 
not yet won in the sense of laying 
the foundations for democracy, 
sure and stable, and freedom 
throughout the world—when we 
were fighting that battle we had 
to make certain technical fore- 
casts, but we did not forecast 
whether we were going to win 
the war, and we did not forecast 
how many airplanes we _ were 
going to have. We decided that 
we had to win the war, and we 
decided how many airplanes we 


sources and our skills—and we 
proceeded to lay the foundations 
for getting them. 

I do not mean, of course, that 
the peacetime economy should be 
as managed and as driven as the 
wartime economy. But I do mean 
that in the choice between @é@ 
reasonable level of economic sta- 
bility—which I think we can 
achieve—and the drastic ups and 
downs of the business cycles, 
which we cannot again afford to 
undergo for the fundamental rea- 
son which Mr. Morgenthau has 
recited, namely, the world situa- 
tion, we do have to develop some 
some government 


c 


standing and integration between 
the two so that we may move 


situation, as I see it now, to the 
brighter one which lies ahead. 

In the business field, what does 
that mean? I think in the busi- 
ness field, what it means is im-| 
plied in what I have said. First, 





dismal, because what was normal 
in 1948 cannot be normal in 1949. 
And I think it is a happy cir- 
cumstance, by and large, in taking 
the economy as a whole, that the 
'Grift downward has been pri- 





marily in the area of price-income 
adjustments rather than in the 
area of employment and produc- | 
tion, because a downward drift in | 
employment and production has a 
more spiraling and a more wide- | 
spread effect. | 


Profits 


I would say this, with respect | 
to profits and reward for business, 
in which every business person is 
legitimately interested. Nobody in 
Washington—I want to be per-| 
fectly clear on this—nobody in| 
Washington, nobody sincerely in- 
terested in the welfare of the 
American economy — advertise- 
ments to the contrary, and trade 
journals to the contrary—has ever 
taken the position that the Amer- 
ican economy could grow and ex- 
pand, in the long run, without 
profits. 

If the American economy, over 
a period of years, is to average a 
gross of 3%, or 342%, or whatever 
we may estimate it; if within five 
or ten years from now we should 
have a $300 billion economy, in- 
stead of a $240 billion economy— 
which is not fantastic, but only a 
legitimate effort—the levels of 
profit should be higher. 


The only question is not that, 
the only question is whether, in 
getting over the trying period 
from 1948 to 1950, or 1951, you 
could sustain the 1948 rate with- 
out leveling off for a bit, or even 
going down for a bit, before start- | 
ing upward again. 

I think because of my analysis 
of the composition of a postwar 
boom economy in 1948 you had to 
go down a bit before you could 
start up again. And I say that 
only for one purpose, I say it only 
for the purpose that you become | 
not excessively dismal, excessively | 
pessimistic, excessively bearish, | 
because of what I call this normal | 
situation for 1949. 

In talking with a business group | 
here in New York a few days ago, 
I was told that certain industries, | 
while they expected to end this 
year with a somewhat lower rate 
of return than in 1948, that they 
expected to have as high a volume 
as in 1948. Now, if there is any- 
thing I am confident of, it is this: 
so long as the American economy, 
or any segment of it, really main- 
tains volume, so long as employ- 
ment and production and distri- 
bution are really maintained, the 
profits will appear. 


More Efficiency Needed 


You may find that you have to 
sharpen your pencils more than | 
you did in 1948. You may find 
that you have to cut costs more, 





that in January and in February | 


and in March, 1949, right down to 
the latest figures, the actual level 
of employment has been higher 
than in the boom year 1948, and 
in March, 1949, was about 300,000 
higher. 

In other words, the increase in 
unemployment—and __ there 
been some—has come from the 


increased with a growing popula- 


namic quality of growth to absorb 
that additional 
who have come on the labor mar- 
ket in the course of a year. We 
have taken 200,000 into the armed 
forces, we have 300,000 more em- 
ployed, and that 
700,000 more unemployed than a 
year ago. 
Holding Our Own 


leaves about | gecline, if we should live up to 


'the most worthy expectations the 


| ord 


15%. 


has | 


ployment is actually higher than | 
a year ago. 

On the production front the rec- 
is not exactly the same. 
There has been some decline in 
industrial production, about 4 or) 
That is partly due to changes | 
in the composition of the econ- 
omy, as you get beyond the transi- | 


| tional postwar period. 
fact that as the labor force has| 


But, on the other hand, the level | 


: ‘of business investment over the | 
tion, we have not shown the dy-| 


first quarter of this year, if the | 


'figures are accurate, are running | 
1,200,000 people | something like $2 billion ahead | 


‘of the comparable period of last | 


We are certainly holding our | 


own in this difficult 
transition, although we are not 
moving forward at a rapid and 
steady rate as we would all like 
to see. In the long run we are 
holding our own thus far, as re- 
flected in the fact that, at a time 
when there is such concern over 
the course of the nation’s econ- 
in each of the 


omy, 


year of| 
‘against the neeessary trends 


first three | 





year, and while the outlook for | 
the rest of the year indicates, ac- | 
cording to the best surveys, some 


decline over the year, as a whole, 
might be somewhere in the neigh- 
borhood of 5%. 


When you put that 


5% up 
in 
government expenditures over the 
remainder of the year, the size 
and composition of consumer in- 
come and savings, the fact most 
of the throwing for a loss which 
has been taken in the agricultural 
sector of the economy—as Mr. 
Bean has indicated has already , 


‘cally the 


' the excesses 


to face realistically and _ practi- 
changes which have 
taken place, to look at the bad 
figures as well as the good fig- 


‘ures, frankly and candidly; but 


not to magnify or over-sensation- 


alize them; to realize that they | 


are normal in the sense that they 
are the only way in which an 
economy, which is a mixture of 
freedom and government direc- 
tion, could move from an imme- 
diate postwar situation to a long- 
range plateau of high level pro- 
duction. 

It is about the only way that 
the economy could move in that 
direction, and I think we have 
steered between the excesses, I 


‘think we have steered between | 
of what happened | 


within two years after the World 


War I, and the excessive thinking | 
‘that we could go along on the)! 


1948 basis for another year or two, 


which I think would have culmi- | 


nated in a more serious relapse 
because we would have carried 
further a situation which could 
not be sustained indefinitely. 


So the first point I would make 


and be more efficient. You may 
find more competition. But I find 
in the basic trends, with regard 
to employment and production, a 
very heartening sign for the 
future. 


Attitude of Government 


Now just a word about govern- 
ment, and then I will be through. 
| I want to extend a word of in- 
| terpretation about the attitude of 
| government toward the business 
| community. The govérnment, with 

respect to economic policy, has 
| one controlling objective, and one 
| alone, and that objective, broadly 
speaking, is stated in terms of the 
Employment Act of 1946, the guid- 
ing principles of which are: maxi- 
mum employment, maximum pro- 





} 


| duction, maxinium purchasing 
power. 
Very simply, what does that 


mean? 





say, broadly speaking, one of two 
things: you can say we will let 
supply fall to the level of demand, 
You can say, because demand is 
softening that we should accept Or 
acquiesce in an actual drifting 
downward of employment, a grad- 
ual drifting downward of produc- 
tion, a gradual drifting downward 
of services.so that supply and de- 
mand will be in balance at a 
lower level. 


I think that that is not now the 
economic philosophy motivating 
those in government—and for two 
reasons: first, because what guar- 
antee can anyone have of the in- 
genuity or inventiveness to stop 
the economic machine at a par- 
ticular point on the hill when it 
is rolling downward; or, to use 
another simile, I have called that 
a little bit of an ancient remedy 
of bloodletting which killed 
George Washington, and is not’ 
likely to be successful today. 


The other remedy that can be 
taken, with respect to our econ- 
omy, in broad terms, is to produce 
enough within the resources of our 
economy — without expanding 
them — to employ people look- 
ing for work and seeking work, 
and to find the means through our 
enterprise system, and price ad- 
justments, and income policies, 
and our government policies, too, 
to create avenues between the em- 
ployer and the consumer so that 
the demand, without being exces~ 
sively high—which would be in- 
flation—is high enough to be able 
to distribute the goods that we 
produce and buy jobs for the peo 
ple. In other words, the course 
of economic policy at the present 
time is not to try to help bring 
supply downward to a lowering 
level of demand, but to try te 
keep demand upward to an in- 
creasing level of supply. 


I do not want that to be asso- 
ciated with what is called Keynes- 
ism or some theory that the gov- 
ernment creates all the demand 
when private demand steps down. 
I am thinking of something much 
broader than that, that both bus— 
iness and government have the 
problem of working together. f 
am thinking of those kinds of 
market adjustments on the enter- 
prise front, and those kinds of? 
policies on the government front 
which will enable us to realize 
the fruits of our native capacity 
and our native endowments, which 
are the greatest of any nation of 
the world. To this end we are 
committeed to fathoming the ways 
of making our distributive system 
work as well as our productive 
system has been working now for 
the past 75 years. That is the 
broad general approach, and when 
business gets that approach one 
will realize that the governmené’ 
talk about expanding steel capac- 
ity through private enterprise, if 
possible; about expanding other 
basic resources. is not an unreal- 
istic or fantastic desire to have 
supply moving in one direction 
while demand is moving in an- 


| other, but is merely a commit- 


ment to those high levels of em- 
ployment and production, which 
the imperatives of the world situ— 
ation now place upon the Ameri- 
can econonmy. 


And our objectives for fisca’ 
policy, for tax policy, for debt& 
management, for social security— 


' which I cannot outline in detail— 


are simply also to fit those meas- 
ures through accurate measure~ 
ment, as best we can, and through 
cooperation into the pattern of a 
program, relying mainly, of course, 
upon the processes of the enter- 
prise system, with government 
supplementation into an aspira- 


It means that we in gov-| tion, into a realistic drive for @ 
ernment are committed, when we growing economy with high em- 





‘see a choice between two roads,, ployment, with high levels of pro- 


to take the first, and not the sec-|cuction which alone, in the final 
ond. | analysis, can bear, without unnec- 

What are those two roads?! essary strain, all those problems, 
When you reach the stage of our;comestic and foreign, which the 
economy where demand is fall- | composite of our domestic prob- 





in the business community is, do 
not over-sensationaiize, do not 
over-magnify, do not 


get over-, 


ing. for a combination of reasons, lems and of our world situation 
throughout the economy, you can| confront us with. 
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Individual Security— 
Management Problem 


(Continued from first page) 


emphasize too strongly that cor- 
rection of that error is by far the 
most important problem of man- 
agement today. 

When we say business has failed | 
to sell itself, what we actually | 
mean is that we have failed to} 
sell the American system of free, 
private, competitive enterprise. 
Capitalism, if you will—the eco- 
nomic system which has not only 
assured freedom to the American 
people, but has made it possible 
for more Americans to have more 
of everything than any other peo- 
ple from the dawn of history up 
to and including the present. 

Yet many Americans today 
think that capitalism, or free en- 
terprise, means big business. Of 
course big business is part of free 
enterprise. But so are the small 
and middle-sized firms that are 
an overwhelming majority of the 
425,000 corporations in America. 
So are the 6,000,000 farms. So are 
the millions of unincorporated 
business concerns. In short, free 
enterprise is the sum total of all 
the ways in which Americans gain 
a livelihood. It embraces every- 
body. It is not something apart 
from the public; it is the public. 

The fact remains that free en- 
terprise is widely regarded as 
something apart from the public. 
Moreover, people believe that free 
enterprise not only has failed to 
give, but has actually withheld 
things to which they are entitled. 
What are these things? Let us tie 
them all together in one bundle 
and label the bundle with the 
word “security.”” Many Americans 
doubt that the managers of free 
private enterprise have either the 
will or the ability to provide se- | 
curity. So they have turned to 
others who have been only too 
happy to promise it—the man- 
agers of government enterprise— 
the politicians. 

The methods by which politi- 
cians try to carry out their prom- 
ises are converting the United 
States of America into a welfare 
state—with the complete govern- 
ment control that a welfare state 
demands. The American people 
have never voted for a welfare 
state. They have never had the 
opportunity. The issue has never 
been squarely presented by either 
political party. 

But in the search for security, 
important minorities with special 
interests have supported govern- 
ment intervention in the economy 
to obtain their special objectives. 
The combination of these special 
objectives adds up to the welfare 
state, and the combined political 
support of these special interest 
minorities adds up to enough 
votes to keep welfare state 
politicians in power. 

There are a large number of 
Americans, including practically 
everybody in management, who 
are definitely opposed to the wel- 
fare state. They believe it is di- 
rectly contrary to the principles 
on which our country was found- 
ed, grew and prospered; they are 
deeply convinced that dependence 
on government will bring a worse 
life, not a better one, for all Amer- 
icans. But they have been a con- 
sistent voting minority. 

Now if security is to be pro- 
vided at all, it obviously must 
come out of production by the en- 
terprise system. The only issue is 
whether the management of that 
system will be left in the hands 
of thousands and thousands of 
private citizens or be centralized 
in government. It is a conflict 
in fundamental political philos- 
ophy which divides Americans— 
and the division crosses political 
party lines. 


The existence of this issue im- 
poses a special responsibility upon 
us aS managers. We must know 
where we stand and why. We 
must make up our minds on what 





we can and should do about it. 
But before considering where we 
should go from here, it will be 


| a good idea to take a look at how 


we got here in the first place. 


Periods of Our Economic History 
For the sake of clarity, we may 
divide the economic history of the 
United States into four main pe- 
riods, each of which has its own 
distinguishing characteristics. 
First: The period of free private 
enterprise which can be said to 
have lasted from the beginning of 


our country until 1929 or shortly | 


after. 

Second: The New Deal era, in 
which our country was moved part 
of the way toward centralized 
planning and control of the econ- 
omy by government. 

Third: The war period, in which 
government exercised a greater 
amount of control than ever be- 
tore, and 

Fourth: The present so-called 
Fair Deal, under which the Tru- 
man Administration seeks to keep 
wartime powers, to extend them, 
and to make government planning | 
and control a permanent feature | 
of the American way of life. 

In the century and a half of | 
free private enterprise, Americans 
made the greatest progress in| 
human history. Why? There is a| 
cne-word explanation—productiv- | 
ity. Man for man and job for job, 
the American produced more than | 
his opposite number in any other | 
country; therefore, he earned more | 
and had more. 

American productivity, of | 
course, is due in part to gifts of 
nature. We have always had an | 
abundance of arable land and/| 
other natural resources in propor- | 
tion to population. For this rea-| 
son a subsistence level was at-| 
tained and passed with relative | 
ease. The American people have | 
been required to use only a frac- | 
tion of their total time and labor 
to provide the primary needs of | 
life—food, clothing, and shelter. 
They have had surplus time and} 
labor for other things—and it has | 
been the American use of this| 
surplus which has raised Amer- | 
ican standards so far above all | 
others. 

Because, for example, the work- | 
ers on farms can produce suf- |! 
ficient food for the entire coun- | 
try, the rest of the American peo- 
ple can apply themselves to mak- | 
ing automobiles, laying roads, | 
erecting buildings and the mani- | 
fold other tasks of civilization— | 
including construction of new 
plants and equipment that in- 
crease productivity still more. 
And because the individual need 
spend only part of his time work- 
ing for necessities, he can spend 
the remainder of his time working 
for an automobile, a home, and 
anything else he desires. 

But to say that America has 
natural advantages and has made 
good use of them does not explain 
why our degree of progress has 
been so much greater than our 
margin of physical superiority 
over other countries. The real ex- 
planation of our more effective 
use of natural assets is found in 
our way of life—and the fact that 
our way of life includes economic 
freedom for the individual. 


In the minds of America’s foun- 
ders, political, personal, and eco- 
nomic freedom were not only of 
equal importance; they were in- 
separable. Our founders knew 
that if the individual did not have 
economic freedom, he was not free 
at all. Their dominant concern 
was that the individual be free. 
They did not attempt to say how 
he should use freedom, nor to take 
responsibility for his use of it. 
They simply were confident that 


| pared with other 





if the individual were free, he! 
would do his best for himself and| became a salesman, then held a. back on its feet. 


society. They knew that the great 
threat to individual freedom would 
always be the State. It is apparent 
that they feared and distrusted 
government —even the govern- 
ment that was to be their own 
handiwork. So they took extreme 
precautions to see that the place 
of government in the United States 
should be precisely defined, and 
its powers and functions carefully 
limited. It is significant that the 
original powers allowed to govern- 
ment over the economic activities 
of individuals were few ahd slight. 

Economic freedom for the in- 
dividual involved these rights: To 
live and engage in enterprise any- 
where in the country. To acquire, 
dispose of, or hold property. To 
be protected from confiscation by 
government whether directly or 
through taxes. To devote labor 
and property to any form of en- 
terprise the individual preferred. 
To buy or sell goods and services 
on the best terms he could make 
with other free individuals. To be 
free of government monopoly ox: 
government competition. 

This theory of economic free- 
dom was brand new when our 
country was founded, and the 
United States is about the only 
place in which it was ever fully 
practiced. The basis for the theory 
was that since it afforded both 
the highest opportunity and great- 
est incentive, the individual would 
be stimulated to maximum effort 


| and maximum production. It was 


reasoned that an economic system 
which brought forth the greatest 
effort and production from each 
individual would result in a great- 
er total production and thus serve 
society as a whole better than any 
other system which brought forth 
something less than the best from 
each individual. 

How well this system worked 
we all know. A continent was 
settled and developed in an in- 
credibly short time. Our popula- 
tion grew from a few million to 
many millions. Capital accumu- 
lated faster than in any other 
place or time and was continually 
plowed back into a constantly ex- 
panding enterprise which provided 
more and more jobs and wages. 


'In addition, there was a regular 


increase in the rate of*productiv- 
ity. Real earnings grew larger as 
work became less laborious and 
the hours of work diminished. 


A Success Story 
The history of our free private 
enterprise period is a success story 
—of individuals and of a people. 
The benefits of the system were 


| not confined to a few, but spread 


out through the entire population. 
The Horatio Alger story was true 
enough, but it is often overlooked 


| that for every man who started 


without a dime and became a mil- 
lionaire, there were millions of 
others to whom American oppor- | 
tunity gave successful lives. Com- 
countries, we 
had few poor, and even America’s 
poor lived on a scale that was 
envied in much of Europe. 


Our superior standards were | 
well understood by most Amer- 
icans. They believed in the way | 
of life that made it possible. The 
nation had its ups and downs— | 
its booms and depressions. But | 
there was a disposition to take the | 
bad with the good and justified | 
confidence that after each set- | 
back the country would surge for- | 
ward to new high levels of pros- | 
perity. It was not until after 1929 | 
that any considerable number of 


| reduce 


number of management jobs. In 
1905, a few associates and I de- 
cided that we could make a go of 
a bankrupt tinplate plant in 
Clarksburg, West Virginia. We 
were all young, had some know!l- 
edge of business, and plenty ol 
ambition—but we had no money. 
We succeeded in getting financial 
backing from 10 men, each of 
whom was self-made and had 
built a business of his own. 

Those men- were hard-headed 
and practical, They invested in 
our business only because they be- 
lieved that with proper manage- 
ment it could earn sufficient 
profits to give them both a good 
return and appreciation of their 
investment, Suppose that in 1905 
we had had the conditions of 
1949. We would have faced many 
problems that were then non- 
existent. Take the tax angle 
alone. Our original investors 
would have considered that the 
company would pay heavy taxes 
out of profits and that this would 
the money for dividends 
and growth of the business. They 
also would have had to pay high 
personal taxes on any dividends 
received. This tax situation alone 
might well have made them re- 
gard the probable gain as too 
small to warrant the risk involved 
in any new enterprise. The same 
consideration might have pre- 
vented the bank loans with which 
we carried on and built our busi- 
ness in its early days. Bankers 
made loans because they knew 
that any profits we made would 
be available for repayment. 

I doubt very much that a group 
of young men today could in- 
fluence men of the type men- 
tioned to invest their money in 
the kind of venture we started in 
1905. Present conditions 
against the small, new 
and favor the business already 
established and with ample finan- 
cial resources. This is a bad thing 
for the country. Our economic 
system must have aé_e constant 
influx of new enterprise just as 
Our population must have its an- 
nual crop of new babies. 


The Change in 1929 

The change in American think- 
ing and spirit which allowed our 
country to move from a private 
economy toward government con- 
trol started in the depression 
following 1929. It was the first 
real depression in the experience 
of many people. It was a snock- 
ing contrast to the high hopes, 
confidence and enthusiasm of the 
1920s. And it was intensified by 
some important changes that had 
taken place in American life. Our 
people had become predominantly 
urban, rather than rural, and our 
industrial development had 
Thus 


ized employment. many 


Americans were unable to turn to} 


the land as before and were fur- 
ther handicapped by limited 
skills. As the depression wore on 


without sign of recovery, millions | 


of Americans knew for the first 


time a long period of unemploy- | 
ment and actual privation, and the | 
big majority of the people felt. 
| goods. 
was 
bases. shift jobs. 


the panic of insecurity. Every- 
body was looking.for a way out 
and ready to follow the leadership 
of anyone who could show the 
way. 

At that point; the New Deal 
came. into the picture. Much of 
its original program was good. 
Government was ft6 lend its aid, 
support and encouragement to 


are | 
. | 
business | 


| pression continued, 


re- | 
sulted in a high degree of special- | 


transfer leadership of the economy 
from private hands to govern- 
ment—which would then both re- 
Shape and run the economy. 

The implications of this 
not broadly understood, 
proposal was sold on the basis 
that it would benefit the great 
majority and hurt only the rich 
and successful. Through Federal 
spending, large groups acquired a 
vested interest in government and 
their political adnerence was 
firmly secured. The New Deal 
was given a free hand which it 
used to make government for the 
first time the dominant force in 
American economic life. 

The New Deal ignored the eco- 
nomic reality that prosperity can 
only come by giving individuals 
such Opportunity and incentive as 
will promote the increased pro- 
duction and wider distribution of 
goods and services. The New 
Deal was obsessed with the idea 
that money could be made the 
instrument of prosperity. Its 
cardinal belief was that if only 
enough money could be placed ‘in 
the right hands—those of farmers, 
industrial workers, and the low 
income group—the spending of. it 
would generate an upward spiral 
of activity. The New Deal used 
its power over the economy to 
restrict production, not increase 
it. Farmers were subsidized to 
reduce crops. Directly and 
through organized labor, which 
became an ally of the Adminis- 
tration and an agency for indirect 
enforcement of its policies, the 
hours, and therefore production of 
workers, were reduced while 
wages were increased. In addi- 


were 
Every 


"tion to these means of increasing 


the supply of money in relation to 
goods and services, the govern- 
ment itself pumped into the econ- 
omy billions of dollars which it 
got by taxing and borrowing. 

Despite the spenaing and the 
direction of the economy, the New 
Deal never was able to accomplish 
its original *purpose—that is, get 
the economy moving forward 
under its own steam. Millions 
remained unemployed and the de- 
It was ended 
only by the war. The New 
Dealers’ explanation for their fail- 
ure was that government just did 
not spend enough and did not 
have sufficient control over the 
economy. 


War Controls Retained 

During the war, we had the 
greatest government spending and 
the greatest amount of govern- 
ment control in our history. We 
had enormous production, full 
employment and high wages. But 
the people paid for part of it 
through wartime taxes and the 
rest of the cost is $252 billion— 
history’s greatest debt—which is a 
liability against their future earn- 
ings. During the war, the gov- 
ernment employed 11,000,000 in 
the armed forces and millions 
more in civilian occupations. 
Government decided what was to 
be produced, in what quantitiés, 
and for what purposes. Govern- 
ment controlled wages, prices and 
rents. Government rationed 
Government permission 
required before workers 
Government can 
control only at the expense of the 
individual’s freedom and his dol- 
,lars—in war or peace. America 
submitted to that kind of regi- 
|'mentation to win the war. The 
' question is, will Americans toler- 
‘ate that kind of control in peace- 


Americans began to have doubts | private enterprise in the job of | time? 


about the free enterprise system— 
and to sanction a move away from | 
individual freedom back to the | 
old, old system of government | 
control. 

I would like to digress here for 
a moment to make a comparison | 
which may illustrate something | 
of the difference between today | 
and the recent past. My own ex-| 


perience bridges all of the four | 


getting our stalled economic ma- | 


chine back on the track and 
relling. In the meantime, Fed- 
eral, State and local government 
were to cooperate in providing aid 
to those in need of it. Confidence 


was reborn, and in-the first few | 


months: I do not--believe any 
Administration ever had a more 
unified, country -inm back of it. 
Then something happened. It be- 


The Truman Administration 
quite apparently thinks the an- 
'swer to that question is “yes.” 
|As the natural heir of the New 
Deal, it now tries to carry to a 
logical conclusion the movement - 
away from a free private economy 
which the New Deal started. All 
through the New Deal period, 
|there were some people, myself 
|included, who insisted that its 





periods I mentioned awhile ago.| came apparent that the object of | innovations in government would 


I started to work in 1890 as a'the Administration was not the) lead 


inevitably to further and 


boy of fifteen. I did office work, | simple one of getting the country | further controls and finally to 


It intended to 


|complete control. Mr. Truman is 
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now proving that we were right. 
He and his associates, of course, 
hotly deny that they are socialists. 
But their actions speak louder, 
and these actions move _ persis- 
tently toward complete govern- 
ment control of the American 
economy. 

The Truman Administration has 
tried to hold every control ac- 
quired during the war. It has 
tried to gain new controls. It has 
proposed to Congress a plan to 
make the independent American 
farmer a hired man of the Federal 
Government on his own farm, It 
has prepared and placed before 
Congress a bill which would de- 
liver final and sweeping authority 
Over every industry in the country 
into the hands of the President of 
the United States. These things 
are not an approach to socialism, 
they are socialism. 

Here is the Truman plan for 
farmers as described by Secretary 
of Agriculture Brannan before 
House and Senate committees: 
The government would no longer 
purchase commodities on the open 
market as a method of controlling 
prices. It would allow supply and 
demand to govern price. But it 
would assure the farmer a guar- 
anteed annual cash income by 
paying him any difference be- 
tween the price at which he sold 
his produce and an arbitrary price 


established by government statis- | 


ticians. In return, the farmer 
would have to plant his acres as 
directed by the government and 
the government would tightly 
contro] the planting of any crop 
according to its estimate of how 
much of that crop would be needed 
in given season. Consider the 
implications! The income of the 
farmer would depend not on how 
much he could plant and grow, 
but on the amount of political 
power he could exert on govern- 
ment. The true cost of food to 
the consumer would be the mar- 
ket price plus a heavy tax bill. 
America’s fo0d supply would be- 
come subject not only to 
vagaries of weather, but also to 
a government bureaucrat’s power 
to read a crystal ball. 


a 


The “Economic Stability” Bill 

Now let us see what the Admin- 
istration wants to do to industry. 
Many people thing that in his 
annual message President Truman 
proposed nationalization of 
steel industry only. That is not 
the case. He wants power to na- 
tionalize any industry-—how, when 
and as he thinks it should be 
done. He reveals the complete 
blueprint in a bill called the 
“Economic Stability Act,” pre- 
pared by the Administration and 
already submitted to Congress. 
This bil! would place in the hands 
of the President the power to: 

Control wages. Control prices. 
Allocate materials and facilities 
and designate priorities. Expand 
the production of any material, 


either by extending loans for that | 
purpose or by constructing plants | 


which would be owned and oper- 
ated by the government. 

The text of the bill abounds 
with such phrases as “the Presi- 
dent shall designate the 
President may employ . as 
the President deems necessary ... 
whenever the President deter- 
mines.’ There is practically no 
check on his power. He is re- 
‘quired only to make a report to 
Congress once a quarter. This 
complete authority of the Presi- 
rent over industry would be en- 
forced with penalties of fines and 
imprisonment. And all of this, 
understand, would be in peace- 
time. 

As an example of the kind of 
power this bill would place in the 
hands of one man, listen to this 
passage from the section providing 
for government loans to increase 
production: 

“Whenever the President finds 
that a person who has received fi- 
nancial assistance under this sec- 
tion is unable, by reason of se- 
riously unfavorable nation-wide 


the | 


/ an 


the | 





economic eonditions, to pay cur-| 
rent interest on or repay the prin-| 
cipal of the loan in accordance} 
with the terms and conditions 
thereof, he (the President) may | 
reduce or defer payments of in-| 
terest or defer the payment of 
principal, or both, in whole or in } 
part.” 

How long, gentlemen, could your 
companies stand up against politi-| 
cal competitors favored with terms | 
like these? You could not stay in| 
business. You would go under, and} 
private enterprise would go under 
with you. 

The Administration is deadly 
serious about this thing. And it 
knows exactly what it is doing. | 
Here is some testimony from John | 
D. Clark, one of the President's | 
economic advisers. He said: 

“The President has shown how | 
earnestly he seeks effective action | 
by declaring that if it comes tc} 
the point where the people cannot | 
be furnished goods which they| 
need in any other way, and it is} 
possible for them to secure them | 
by having the government itself | 
become a producer, he is not afraid 
to take that final step.” 

It certainly would be the “final” | 
step—the final step to nationaliza- | 
tion—complete government con- 
trol—the end of a private economy 
in America. It would begin a 
rapid downward slide in produc- | 
tivitvy—the degeneration of Amer-| 
ican living standards to a level of 
poverty. 

The Truman Administration is 
not content with complete control 
of agriculture and industry. In 
addition, it aims to make millions 
of people dependent on Federal) 
Government for housing, educa- 
tion, medical care and protection 
against all the hazards of life. It 
aims to tax and control private 
leadership out of existence : 
to destroy individual independ- 
ence . to give government un- 
challenged control over American 
life. The Truman Administration 
1as gone all out—for socialism. 

Of course, Congress may not 
give the Administration these 
powers. But it is significant that 
we have come to the point where 
Administration even dares to 
demand them ... and on the basis 
of what the President calls a 
“mandate” in an election in which | 
he received less than a majority 
of the votes cast. And how can 
we tell what some future Con- 
gress may do—particularly under 
an emergency, real or govern- 
ment-created’” 

The only possible justification 
for government control is that gov-| 
ernment can plan and control the 
daily lives of the people better 
than the people themselves. Since 
government, after all, is composed 
only of men, this must mean that 
men in government are superior 
in knowledge, judgment, and vir- 
tue to men outside of government. 
Are they? Let’s look at the record. | 





Every Major Trend Misjudged 

Since the war the Truman Ad- 
ministration has misjudged every 
major trend. In the fall of 1945, 
ithe bureaucrats were unanimous 
in predicting depression and mass 
unemployment. Not realizing that 
the natural trend was _infla-| 
tionary, they forced wage in-|} 
creases and other measures that 
added fuel to the fire of inflation. 
Then the Administration blamed 
the inflation on business and de-| 
manded powers to control it. Now | 
it is obvious that we are in a pe-| 
riod of deflationary adjustment. | 
Yet Mr. Truman still thinks he is} 
fighting inflation. 

In private life, individuals and 
business firms are resisting rising | 
costs. They are acting to restore | 
a normal buyers’ market in which | 
prices will come into realistic bal- 
ance with values and thus estab- | 
lish a solid basis for progress. But | 


ithe Administration acts as though | 


there is not and cannot be any- 
thing but a sellers’ market for 
government’s Services. There has| 
not been the slightest suggestion 
of cutting down government ex- 


penses. Instead Mr. Truman not 
only insists on continuing taxes 
at the wartime rate, but stubborn- 
ly demands $4,000,000,000 more. 


Government today not only, 
makes the people pay for many 
services that are unnecessary, but 
through waste and _ inefficiency 
makes all government—needed or 
unneeded—cost far more than it 
should. The Hoover Commission 
estimates that in its management 
of the myriad of departments and 
bureaus, government wastes $3,- 
000:000.000 every year. And this 
is only one item. Based on my 
vears of experience with govern- 
ment, I can say as government 
gets bigger, waste and inefficiency 
will get bigger in geometric pro- 
portion. I believe that in every 
department of government today 
there could be an increase of ef- 
ficiency with a 50% reduction in 
personnel. Government has noth- 
ing of its own. It gets everything 
out of production by the people. 
We have reached the point where 
the American people cannot con- 
tinue to support a lavish govern- 
ment and have enough left over 


| to provide for their own proper 


needs. 


Government Taxation and Waste 


It must be remembered that 
every dollar taxed and spent by 
government is a dollar which 
otherwise would have been spent 
or saved by an individual. Taxing 
simply transfers from the individ- 
ual to government the power of 
decision on what should be done 
with the individual’s money. By 
this time the myth has been ex- 


ploded that government can be 
supported by taxing the rich. 
There are just not enough rich. 


Much as it may dislike to do so 
for political reasons, to get the 
amount of money it now demands, 
government must go where the 
money is and that is to the 
lower income groups which re- 
ceive the great bulk of the na- 
tional income. The English have 
found that out already. Govern- 
ment control there costs so much 
that the Englishman now pays 
taxes of 45% or more on all in- 
come above $10 per week. How 
much more would he pay if Eng- 


| land had to get along without the 


billions from America? Today 
government—that is Federal, state 
and local—controls the spending 
of 25 cents out of each dollar of 
American income. And the Tru- 
man Administration says govern- 
ment needs and has the right to 
control more. 

And just as government control 
over income has extended down 
through our population, so would 
government control over agricul- 
ture and industry finally affect the 


daily life of every farmer and 
worker. Labor unions today are 
strong for controls over every- 


thing but labor unions. They would 
find that under government con- 
trol in the United States, as else- 
where, there is no place for labor 
unions. When goyernment con- 
trols, it cannot oer any ele- 
ment strong enough to resist it. 
Government can control only 
when it has total control. 

America today is the citadel of 
the Western World. Its economy 
has been strong enough to stand 
up under two world wars, a de- 
pression and the extravagances of 
the New Deal and Fair Deal. Now 
it is expected to support greatly 
inflated regular government serv- 
ices. the largest peacetime mili- 
tary establishment in history, an 
enormous social welfare program. 
and at the same time nourish and 
arm Europe. The strength to bear 
up under the load we have car- 
ried thus far was built into this 
country by the vigorous, inven- 
tive, venturesome private enter- 
prise we had through most of our 
history. Now the Truman Admin- 
istration proposes to throw all that 
away and substitute the system 
which has brought weakness, pov- 
erty and slavery to every country 
that adopted it. 


One thing is certain. Whether 


America remains a private econ- 
omy or goes under government 
control, the same people must do 
the work and earn the money to 
support themselves, support the 
non-productive part of the popu- 
lation, and support government. In 
final analysis, these people will 
decide under which system they 
will live and work. 


Americans Favor Free Enterprise 


Up to now, the American people 
have never had the opportunity to 
make a clearcut choice. The ex- 
pansion of government control has 
been piecemeal—a creeping paral- 
ysis of enterprise, not its outright 
seizure. Now the Truman Admin- 
istration has gone all out and has 
made a direct bid for total power. 
It brings the issue out in the open. 

In a decision between one or the 
other, I do not believe one Amer- 
ican in ten would decide for gov- 
ernment control. I am confident 
that the vast majority of Ameri- 
cans strongly favor free enter- 
prise, with one reservation—that 
it provide a_ better 
economic protection for individ- 
uals than it did in the past. 

Too often the issue between 


government control and free en-!} 
terprise is presented as one that| 


confronts the individual with an 
open and shut choice between 
freedom and security. There is 
no such alternative. Government 
control offers neither freedom nor 
security. America, under free en- 


terprise, is strong and productive | 


enough to provide both freedom 
and reasonable security. 

Free enterprise is the only sys- 
tem that will enable America to 
bear the enormous debt, the un- 
avoidable larger government ex- 
pense, and the other 


pburdens she must now carry and | 


still achieve the steadily increas- 
ing productivity that is indispens- 


able to better living standards for | 


the American people. Yet we can- 
not have this dynamic enterprise 
system unless we have the kind 
of government that understands it, 
believes in it, encourages it, and 
supports it. We cannot depend on 
politicians alone to provide that 
kind of government. The garden 


variety of poiitician can be de-| 
pended on to provide free enter- | 


prise government in the United 
States only when enough of our 
people demand that kind of gov- 
ernment from both political par- 
ties. 


Ia not a single national election | 


since 1932 has the issue between 
free enterprise and government 
control been clearly presented. 
The Republican Party has strad- 
dled the issue. Yet in all of those 
elections, millions of citizens 
steadfastly voted for the Repub- 
lican candidates. I am firmly con- 


vinced that their votes were pri-| 
marily votes for free enterprise. | 


I am further convinced that addi- 
tional millions of Americans—a 
sufficient number to establish a 
decisive majority—will swing to 
support of free enterprise once 
they undertand the basic economic 
facts of our situation and once 
they are assured that private en- 
terprise has the disposition and 
the ability to provide reasonable 
security for the individual. 


What Management Can Do 
American management can make 
‘contributions of utmost value to 
this assurance and this under- 
standing. In its own bailiwick, the 
continuing study of means for in- 
creasing the security of employees 
should be a definite management 
responsibility. Every effort should 


be made to achieve maximum sta- | 


bility of employment. In times of 


slack demand, everything possible | 


should be done to provide work, 
and work should be spread to the 
greatest degree practical. Man- 
agement encouragement and sup- 
port should be given to programs 
helpful to employees during their 
active years and to retirement 


plans. Of course, all of these things | 


are now being done, but there is 
much progress to be made. If 
management attacks this problem 


measure of} 


economic | 








as efficiently as it does other parts 
| of the management job, the even- 
| tual result will be a’ very high de- 
| gree of economic protection for 
the employees of American busi- 
ness. 

| Business of course cannot do 
| the whole job. There is a proper 
place and proper methods for gov- 
| ernment in the security picture. 
|Government’s proper function is 
'to act as a business-like agency 
for receiving and paying out mon- 
ies—not as the Great White Father 
| to whom all must look for favors. 
| Proper methods would keep social 
| security out of politics, would not 
|make jobless “security” preferable 
| to paid employment, and would 
| not make the cost of supporting 
| the non-productive part of the 
| population so heavy that it de- 
| stroys the incentive of productive 
| workers—as is happening today in 
|England. Proper methods would 
not permit an Administration to 
conceal its extravagance by cur- 
rent spending of social security 
| taxes. But we can expect a proper 
attitude and proper methods only 
from a government sincerely de- 
voted to the principles of free en- 
| terprise. 





Management Can Educate 

|. Management can make a second 
| important contribution toward re- 
jturning free enterprise govern- 
|ment to America. It can educate. 
|'On every hand we have evidence 
'of how little understanding there 
is and how much misunderstand- 
|ing of economic fundamentals. It 
is this circumstance more than 
anything else which secures broad 
public support for political ad- 
ventures in economic fields. Peo- 
ple think that the profits of busi- 
ness are too high and that stock- 
| holders receive too much money. 
They do not know how much of 
its total income a business must 
pay out for materials, services and 
|taxes. They do not understand the 
importance of depreciation and 
other reserves. They do not know 


| because management, by and 
|large, has not taken sufficient 
| pains to tell them. 

| Economic education is by no 


|means an easy task. Not every 
| business firm can tell its story to 
a broad audience. But every bus- 
| iness can reach the groups of peo- 
ple who know it best and are most 
| interested in it—its employees 
‘and the people of its plant com- 
|munities. If throughout America 
every management will do a se- 
‘rious and thorough job of explain- 
ing the economics of its own bus- 
iness, the total result will be a 
tremendous increase in the public 
understanding and appreciation of 
free private enterprise. And that 
understanding must come before 
there will be an end to the “cold 
war” which government has 
waged against free enterprise for 
the past 16 years. 

I cannot urge upon you too 
'strongly my belief that this issue 
| between government control and 
| free enterprise is the vital one 
|/now confronting our country. Eu- 
/ropean relief, the Atlantic Pact, 
|and the foreign situation in gen- 
eral are important, but they are 
| definitely secondary. Our real 
| battle is within our own borders 
‘to keep America strong, for every- 
| thing now depends on America 
|remaining strong. For America to 
ibe strong, Americans must be free, 
'And any freedom must include 
economic freedom. Managers are 
custodians of America’s system Of 
| free, private, competitive enter- 
prise. To win understanding and 
support for that system must be 
management’s No. 1 job—and that 
/means it is the job of everyone of 
/us here tonight. 


— 8 

With Herrick, Waddell 
j (Special to THe FINANCIAL CHRONICLE) 
BEVERLY HILLS, CALIF.— 
'Louis S. Chappelear, Jr., W. L. 
Garth, Jr., and Ambrose D. Folker 
/have become associated with Her- 
rick, Waddell & Reed, Inc., 8943 
Wilshire Boulevard. Mr. Folker 
was previously with Conrad, Bruce 
& Co. 
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As We See It 


(Continued from first page) 

of it or not, is to formulate programs whereby wealth 
accumulated under another system would be distributed 
(or is dissipated a better word?) among those who have 
contributed the least to its accumulation. They do not 
trouble their heads about how wealth will be accumu- 
lated in the future or who will accumulate it. They 
ignore the problem of being certain of sources from 
which all these blessings for the “underprivileged” are 
to flow. 


“The present Federal Hospital Survey and Construction 


ferent States. 





Wealth and Welfare Economics | 


despite all the protestations about planning, the truth is that | providing better medical care. This aid should be provided | 


Act, enacted in 1946, represents an important step in a na- 
tional program to provide more hospitals. 
expiring in 1951, some funds are provided for the Govern- 
ment to contribute one-third of the construction costs of 
public and other non-profit hospitals. 

“T recommend that the Congress extend the duration 
of this program, increase the funds to be made available, 
and modify the program so that the Government’s share 
will take account of the varying financial resources of dif- 


Under this Act, 


“Furthermore, the program should be broadened to in- 
clude aid for the establishment of community health centers, | 


; ; diagnostic clinics and group practice clinics, all of which 
This, it seems to us, is but another way of saying that} have proved in recent years to be very effective means of 


the programs being evolved either take far too much for) jn the form of grants to help finance the construction and 


granted or else ignore essentials blithely and blandly. The | equipping of public and other non-profit health centers and| 


“inspired idiot” who penned the well-known lines— 


Ill fares the land, to hastening ills a prey 
Where wealth accumulates and men decay 


was a poet, not an economist. Otherwise, he would have 
been well aware that wealth ceases to accumulate when 
men decay—or even when it becomes fully patent that men 
of extraordinary ability or energy have little or nothing to 
gain by extraordinary effort and initiative. 


Yet where else is much of all this present day “wel- | 
fare economics” leading? The Communists, now under 
the domination of men more interested in personal 
power and some form of world rule by an oligarchy of | 
revolutionaries, have not had much time in recent years 
to shout: “To each according to his need, and from each 
according to his ability.”” The fact is that they have 
found it does not work out in actual practice and are, 
at this very moment, proceeding on a rather different 
basis in order to get production. Of course, our own 
political authorities have never professed theoretical 
communism, but have for a good while past been turning 
more and more to the essence of that philosophy—and, 
what is vitally important, taking step after step in that | 
direction which almost inevitably forces still further | 
steps in the same direction. 


Some Vital Facts 


There was a time, of course, when educational institu- 
tions, hospitals and many other types of semi-public needs 
were amply supplied from accumulations of men who had 
been successful in business. Such men now must for the) 
most part (if they give in substantial sums) give out of past) 
accumulations. Most of their current income is taken from | 
them in taxes. It has thus become more and more “neces- | 
sary” for government, which has taken the funds from those | 
who earned them, to pay the bills of the “needy.” But 
with each such intrusion by government, the nature and) 
the extent of the ‘need’ has inevitably become a political | 
matter—and, of course, much enlarged. And so more funds | 
are required and more taxes imposed, which, in turn, reduces 
the ability of individuals, whatever their desire, to provide 
the facilities they otherwise would provide. 


But this, of course, is not the whole story. At the 
same time that large elements in the population demand 
more and more of government the willingness to un- 
dergo the exertion and whatever else necessary in order 
to produce the goods and services declines. Hours of 
work are shortened—and again shortened. The speed of 
operations is reduced by joint action on the part of 
monopolistic labor, and, for that matter, by many 
others who take advantage of a situation created by 
labor monopoly. Why work so hard, and incidentally 
why save so carefully, if a fatherly government will 
always step in when real need is felt? In a certain 
sense, men are decaying in this country, and we may 
be quite sure that if they continue to do so wealth will 
not presently accumulate. 


| 
| 


A Classic Example 


The underlying philosophy of this “Fair Deal,” as of 
the preceding “New Deal,” is rather well exemplified, and 
the consequences of such policies in the past decade or two 
rather well illustrated, in the remarks of the President in 
support of his so-called health program late last week. We 
beg leave to quote a few sentences: 


“My second recommendation, therefore, is that the 
Congress enact legislation to help medical schools expand. 
Special financial aid should be provided for the construc- 
tion of teaching hospitals and other facilities and to help 


clinics and in the form of government guarantees of loans 


‘for the establishment of private facilities, similar to the 


mortgage guarantees the Government provides for private 


housing.”’ 


Who is to pay the bill for this millenium? To the 
politician it does not matter much so long as the millions 
of beneficiaries do not think that they are paying for it. 


But one thing is certain. 


No such health program (it 


really is much more than that, of course) can be provided 
in the absence of vastly enlarged production of many 
things—except at a sacrifice of other things by precisely 


those who expect to benefit. 
AND, OF COURSE, THIS IS BUT AN EXAMPLE. 


Confusing Factors in 


Business Outlook 


(Continued from first page) 


economic machine and it is alto- 


gether too easy to generalize from | 


The 
is necessarily 
and incomplete. It must be 
into perspective to be 
understood. 


isolated cases. 
business 
put 


It is no news at all 


when your friends stay married— | producing less than in the same 
it is big news when they get a/| 


divorce. 

So it is with the business story. 
The big news play these days is 
given to the industry whose out- 
put drops off 10 or 20%. 
tention is given the great number 
of industries whose output is run- 
ning about the same as last year. 

My point here is simply that it 


in perspective. We must put the 
sensational and startling business 
statistics into their place, for the 
figures relating to most business 
series are not going to be exciting 
enough to get much attention. 


Now let me turn to the current 
business situation. I think it will 
be useful to discuss, one by one, 
some of the questions which are 
important today. 


I 


What Is Happening to Production 


It is noteworthy that last year 
we set new all-time production 
records in agriculture and indus- 
try—leaving aside the war years 
of course. Agrigultural production 
definitely turned the corner so 
that instead of shortages, we be- 
came confronted with surpluses. 
Weather conditions suggest that 
high agricultural production will 
continue this year. Last week, the 
‘Department of Agriculture an- 
nounced that the current estimate 
of the winter wheat crop is close 
to the all-time peak. 


In the case of industrial pro- 
duction, we reached a new peace- 
time peak last fall. The Federal 
Reserve Index of industrial pro- 
duction, seasonally adjusted, 
reached 195 in October and No- 
vember. The December figure 
dropped to 192. January fell to 191 
and February to 189. The Council 
of Economic Advisers has _ re- 
leased a preliminary estimate of 





the schools cover the cost of larger enrollments. At the 
same time, scholarship aid should be provided for good stu- 
dents who might otherwise lack the means to undertake 
the long period of professional training. 





185 for March. Part of the decline 
in March, of course, reflected the 
| coal holiday; aside from this, the 
| index of industrial production has 
thus far dropped by only 3 or 4% 


Little at-| 


news about 
scattered ! 


properly | 





|is a difficult thing to keep things| 


| 





The decline from a year ago is| 


even smaller, because there was a 
period of hesitation last spring. 
Of course, this overall index 
averages out a number of diverse 
trends in different industries this 
year. Many industries have been 


period last year. Bituminous coal 
production has run 7% lower in 
the first-quarter this year. In 
January and February, cotton 


mills produced 20% less than last | 


year. Petroleum production in re- 
cent weeks has been running from 
2 to 6% below last year. Produc- 
tion of paperboard was down 10 
to 20% in the last few weeks. 
Another broader indication is 
available in figures on miscellan- 
eous freight car loadings, whicn 
were running 7% below last year 
in the first-quarter. These are all 


examples which the pessimist may | 
point to as ominous signs of the | 


future. 

However, the good side must 
also be considered for proper per- 
spective. Thus, steel 
ran 912% above last year in the 
first-quarter. Motor vehicle pro- 
duction was 612% higher in the 
same period. Electric power pro- 
duction was up 7%. Newsprint 
consumption was up 712%. 

Besides such pluses and minuses, 
there are many cases where pro- 
duction has been steady. Taking 
the whole economic machine, it 
appears that production decreases 
have been almost offset by pro- 
duction increases, so that total 
industrial production has 
within a small fraction 
year. 

II 
Hasn’t Unemvloyment Increased 
Sharply? 

The Census Bureau has esti- 
mated that unemployment stood 
at about 3.2 million in the middle 
of March, about the same as in 
February, but about twice the 
level as recently as last October. 
However, it is interesting to note 
that unemployment in March a 
year ago stood at 2.5 million, so 
the increase over 12 months was 
not too bad. 


As a matter of fact, it might be 
more informative to refer to the 
figures on employment. The 
Census Bureau estimates for 


‘from the peak level of last fall. | March show a total of 57.6 million 





-| from 


production | 


been | 
of last! 


employed, which is actually high- 
er than in March a year ago, when 
the figure was 57.3 million. Dur- 
ing the year that elapsed, the 
labor force is estimated to have 
increased by more than 1 million 
—these are accounted for by an 
increase of 300,000 in employment, 
another increase of 300,000 in the 
Armed Forces, and an increase of 
700,000 in unemployment. 

Thus, in perspective, it seems 
to me that the unemployment fig- 
ures are not as bad as is some- 
times suggested. They are worse 
than they were a year ago, but 
they do not represent an undue 
proportion of the total labor force, 
So long as unemployment stays in 
the range of something around 
5-6% of the labor force, I think 
| the figures should be viewed as 
normal. While it may seem hard- 
hearted to say so, I also think that 
such a volume of normal unem- 
ployment will be a healthy thing 
in improving overall productivity 
'—in which labor has a major 
stake and which has tended to 
suffer from what we may call 
| over-employment. 
| 


iil 


Are Consumers Running Out of 
| Purchasing Power? 


There are no signs of this hap- 
pening as yet. Personal income 
| —that is all income of individuals 
wages, salaries, dividends, 
| interest, rents, royalties, pensions, 
etc.—reached a new all-time peak 
level at an annual rate of $221 
| billions last December. Since then, 
| there have been slight declines in 
| the rate of personal income. Some 
_components have decreased, such 
as manufacturing payrolls and 
farm income, but these have been 
offset in part by increases in pay- 
ments by government, including 
| social security funds. The Feb- 
rurary figure for personal income 
was $217 billions annual rate, 
about 2% below the December 
peak, but about 5% higher than a 
year ago February. There are cer- 
tainly no signs here of a sharp 
drop in consumers’ income. 

There is some evidence that 
consumers are spending less freely 
than in the past however. At the 
height of the war, consumers 
spent about 75% of their income 
after taxes and saved about 25%. 
The spendings ratio increased from 
75% to a peak of 9712% in the 
second quarter of 1947 with only 
214% being saved. Since then, the 
'spendings ratio has _ declined 
steadily, reaching 92% in the 
fourth quarter last year. It is 
|probable that we have come a 
|long way toward reaching a nor- 
|'mal peacetime spending-savings 
'relationship. Most of the impor- 
|tant wartime shortages have now 
|been met. Also, most of the hot 
|money held for a postwar spend- 
| ing spree has left the hands of the 
_free-spenders. The frenzied 
| spending seems to be a thing of 
'the past. This should not be in- 
| terpreted as meaning that con- 
‘sumers are not spending huge 
amounts today, however. Even 
‘the reduced spendings ratio ef- 
i fective at this time represents 
‘consumers spending at levels close 
to the all-time peak dollar 
‘amounts in our history. Also, 
there still remains a vast amount 
of liquid assets to act as a back- 
stop for consumer purchasing 

power. 


| 


IV 


But Aren’t Retail Sales Weak 
This Year? 


It is true that retail sales in 
1949 have been generally running 
below the corresponding weeks ot 
1948. One difficulty, of course, 
has been that Easter is later this 
year and this has affected the year 
to year comparison. Thus, de- 
partment store sales were down 
13% in the four weeks ending 
March 26 as compared with last 
year. In contrast, they were up 
8% in the week ending April 2, 
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and 7% in the week ending April 
9 as Easter buying increased. 

It is interesting to note that 
some cities are doing much better 
than others. The latest available 
data (week of April 9) show that 
sales were 28% higher than a year 


ago in Akron, 27% higher in 
Washington and Columbus, and 
21% higher in Nashville, while at 


the other extreme, sales were 17% 
lower in San 


Salt Lake City. 
better than average with an in- 
crease of 20%. 


Even with the increases now 
showing up in connection with| 
Easter trade, sales for 
date are still pretty consistently 
below last year. However, this! 
doesn’t necessarily mean _ that! 


unit sales have been lower. 
do not have precise information 
on this, but 


accounts for a large portion of the 
dollar dechine in sales. 

The experience 
departments 


different 
the 


in 
of 


departments are showing 


pared with last year, while others 


are showing sharp decreases. We | 
tend to hear more about the de-| 


creases than the increases so I 
would like to mention a few il- 
lustrations to bring things 
perspective. Figures have 


its district of department stores in 
February, classified by depart- 
ments. Some of 


erators were down 55% as com- 
pared with a year ago. Sales of 
washers, stoves and ironers were 


down 41%. Sales of linoleum 
were down 31%. On the other 
hand, here are some _ increases. 
Sales of pictures and framing 


were up 28%. Sales of umbrellas, 
parasols and canes were up 22%. 
I have been amused by the 
strength shown in these depart- 
ments. 1 do not know why sales 
of umbrellas, parasols and canes 
should be one of the strong spots, 
but this has been true for at least 
three months running. This is not 
a very glamorous department and 
it is certainly true that increases 


here are not news-worthy, when | 


meen 


in the 
refrigerator department to talk 
about. 

The figures illustrate that there 
is a good side as well as a bad 
side to sales experience this year. 
I do not want to try to explain 
away any weaknesses or blow up 
the importance of any 
spots, but it seems to me that con- 
sumers are still willing to go on 
buying goods in large quantities. 
They are more choosy than in the 
past. They want their money’s 
worth. They shop around until 
they find what they want and they 
are less inclined to buy luxuries. 


But they are still buying an enor- | 


mous quantity of goods. 
Vv 
Are Inventories at a Dangerous 
, Level? 
It is risky to generalize about 
inventories because 


current downturn in business ac- 
tivity probably stems 


Some companies have certainly 
curtailed production with this ob- 
jective in mind. 

I think that there has been a 
special alertness on the part of 
businessmen to the inventory 
problem. 
hold 
levels and to reduce them quickly 
when they have seemed out of 
line. This, of course, has been a 
good thing because it has helped 


to keep inventories from becom-| 
} nected in the last half of 1949 by! more frenzied the speculation on 


ing a problem. 


ries nave increasea very sharply 
since before the war, but even SO, | 
total inventories still represent a /meaning that plant and equipment 
smaller ratio to sales than they | outlays are going to be at a very : I 
used to. Moreover, a large part} high level this year even though | to the question under considera- | jin some categories of personal in- 
, reflect price they have passed their peak a | tion is that we should expect a) come have been offset in part by 
increases rather than increases|14% decline in the second half | 40wnturn to follow the end of the | 
may be stated the other way | 00m, but the lack of the 1919-20 
around as a continuance of 86% | Speculative fever suggests that the 
of the outlays at the peak level|@0wnturn will not be so violent 
shown in the last half of 1948,| this time. Businessmen have in| 


of the dollar increases 


means inventories have almost 
tripled. However, about 60% of 
the increase represents higher 


prices, and Only 40% an increase 
in physical volume. The situation 
is similar when 
| aggregate inventories of manufac- 

1949 to . 
turers and retailers. 
of wholesalers, only 30% of the 


tories can be attributed to higher 
volume and 70% to higher prices. 
I do not think this is an unreason- 
able picture, in view of the huge 
growth in business activity over | 
the war period. 


We) 


it is obvious that) 
prices this year have been lower} 
than last year, and this certainly | 


stores | 
seems to vary tremendously. Some | 

very | 
nice increases in business as com-| 


troubles are less likely to spread. 


into | 
just | 
been released by the New York) 
Federal Reserve Bank on sales in| crucial elements of the economic 
|picture today. 


the decreases | 


were very sharp. Sales of refrig-| ) ( 
ications that they will be turning 


|Survey on plans for expenditures 
'on plant and equipment by busi- 


strong | 


| period 


conditions 
vary so much. Some part of the 


from the 
endevaor to work off inventories 
which seem higher than needed. 


| ductions 


'last three or four months. 


They have wanted to 
inventories to conservative 


The dollar figures on invento- | 


in physical units held. The total | 
book value of business inventories | 
has increased from $20 billion in| 


Antonio and 10% | 1939 to $55 billion today which | 


lower in New Orleans, Tulsa and | 
Pittsburgh was) 


it comes to the 
In the case 


increase in book value of inven- | 


Of course, I have been referring 
to aggregates and I do not want 
to overlook the fact that some in- 
dustries and some companies may 
have serious inventory problems. 
It does seem to me, however, that 
if the aggregate situation is in 
reasonably good shape, the spot 


VI 
Is Industry Sharply Reducing 
Expenditures on Plant and 
Equipment? 
This is certainly one of the most 


Expenditures on 
plant and equipment have been 
running recently at peak levels 
for peacetime and there are indi- 


downwards this year. 

The SEC and the Department of 
Commerce have just reported on 
the results of their regular annual 


ness firms. This is part of a con- 
tinuing survey conducted on a 
quarterly basis, which in the first 
quarter is enlarged to cover the 


area 
rather than down. I think that we 
can count on increases in govern- 
ment spending this year to act as 
an offset, at least in part, against 
weak spots in the private sector 
of the economy. This is true not| 
only of the Federal Government, | 
but of state and local governments 
as well. 
ways, schools, hospitals, etc., by | 
state and local governments are | 
expected to be up about $1 billion | 


according to govern- | 


this year, | about twice 1 year’s output. On 


the President’s 





whole calendar year. 

The basic data are derived from 
information submitted by most 
corporations registered with the 
SEC, supplemented by a large ad- | 
ditional sample of unregistered 
manufacturing companies (both 
corporate and unincorporated) re- 
porting to the Department of 
Commerce. The data in the pres- 
ent survey were reported for the 
most part as of the middle of Feb- 


ruary which would fall well 
within the prevailing period of 
gloom in business circles and 
would be after the commodity 


price break early in the month. | 

This survey shows that in the 
first quarter of 1949, expenditures 
on plant and equipment were ex- | 
pected to run 12% over the same 
last year. In the second | 
quarter, expenditures are expected 
to be about 1% below last year, 
while in the second half, expendi- | 
tures are expected to be 14% be- 
low last pear. 

Taking the year as a whole, 
there would be a decline of only 


about 5% as compared with 1948. | 
|It is interesting to note that this 
is the same figure as resulted from | 


a similar survey conducted by 
McGraw-Hill shortly 
election. This indicates that, in| 
the aggregate, business plans must | 
be proceeding pretty well along 
the same lines as were visualized | 
by businessmen shortly after the | 
election. In other words, there is} 
apparently no snowballing of re-| 
in capital outlays even) 
though the pessimism in business | 
circles has become deeper over the | 


The McGraw-Hill survey also| 
provided some estimates for capi- | 
tal outlays in 1950 and beyond. | 
The estimate for 1950 was about) 
20% below the 1948 level as com- | 


pared with the 5% decline in 1949. | 
This suggests-that the decline ex- 


| turn 


after the! 


| somewhat larger in 1950. 


I interpret these figures as 


Nevertheless, a declining trend in| €ffect anticipated the downturn. | 
this series will have important| Generally, they have been reluc- 


effects, and as we go into 1950 a 
further decline may turn out to 
be a bad sign for business stabil- 
ity. 
to see what other business devel- 
opments may occur to offset o 
supplement this particular part o 
our economic structure, 


But of course, we shall have 


Vil 


Are Government Expenditures 
Still Increasing? 


The answer is yes. This is one 
in which the trend is up 


Expenditures on 


ment estimates. 


The pattern of spending by the 
Federal Government outlined in 


steady increase in spending this 
year, reaching a new peacetime 
peak in the latter part of the year. 


The figures will probably go even | 


higher than the estimates, since 


they did not make provision for | 
expenditures for the Atlantic Pact, 


and it is likely also that the farm 


support program will cost more | 
Moreover, | 
the House of Representatives has | 
already voted to raise appropria- | 


than was allowed for. 


tions for national defense above 
the budget estimates. On the other 


hand, there is some Congressional | 
budget ex-| 
in | 


sentiment to reduce 
penditures almost arbitrarily 
order to avoid the need for in- 
creased taxes. My guess is that 
this will turn out to be mostly 
fire-works and that when the year 
is completed, expenditures will 
pass the original 
Several things may conspire to 
slow the timing of the upward 


| trend in government expenditures 
this year, but the important thing | 


is that an upward trend seems 
inevitable. 
VIII 
Doesn’t Business-Cycle 
Experience Suggest that a 
Downturn in Business is Due? 


about the middle of 1920. 
Industrial production fell rapidly 
by about 4 from the peak level 
and prices dropped very sharply. 

It has been pretty well taken 
for granted that this experience 
would be repeated. Most business- 
men have been very conscious of 


this danger. The expected reces- | 


sion has been called the most 
widely advertised recession in our 
history. Every period of hesitation 
since the end of the war has been 
seized upon as a.sign of the 
famous recession. 


The result of this attitude, it 
seems to me, has _ seriously 


changed the nature and scope of | 


the postwar boom after World 
War II. It has been an uneasy 
boom, a boom in which specula- 
tion has been remarkably absent. 


| It has been a boom with a wide- 


spread expectation of sudden 
termination. 

Booms and depressions may be 
viewed as “actions” and “reac- 
tions” similar to the laws of 
physics. The sharper 


the sharper the ‘reaction.’ The 





| tant to accumulate 

They have tried to correct excess 

inventories quickly. Everyone has 
| tried to make sure that he was 
| not going to get caught when the | 
,;| downturn came. In other words, 
¢| the downturn has been cushioned 
| all along during the boom. 


because World War II provided a 
much more explosive setting for 
a boom than World War I. Let me 
cite a few figures. The Federal | 
Government spent $36 billions in | 
the three-year period 1917 through 


spective, it was the equivalent of 
about % of 1 year’s average na- 
| tional production at the time. In 
the six years 1941 through 1946, 
the Federal 
$395 billions, an amount which 
was approximately double 1 year’s 





high- | ; 
| average national 


budget and the| 
Economic Report would bring a/ 


inttmntes.| Supporting the Present Situation 


| income. 
the boom, | 


the Commerce survey will get! the up side, the more drastic the 
collapse on the down side. 


No Violent Downward Turn 


The social security program -is 


another example of economic as- 
sistance which was not in exist- 
ence 


in 1920. I have already 


Accordingly, I think the answer | mentioned the fact that declines 


} 


inventories. 





This is all the more remarkable 


1919. To put this figure into per- 


Government spent 


production in 
these years. To put it simply, 
World War I took about % of 1 
year’s output, World War II took 


this basis, World War II was four 
times as big as World War I in 
terms of national production, 

We know also that World War 
lI piled up a great many more 
deferred demands for goods and a 
much larger amount of purchasing 
power. This might easily have 
provided a setting for an enor- 
mously greater inflation than fol- 
lowed World War I, but the mem-| 
ory of the 1920 collapse stood as | 
an object lesson. The miracle is 
that the highly inflammable ma- 
terials of inflation were kept un- 





der control. To return to the ter- 
minology of physics, the “action” | 
was kept down to a fraction of | 
its potential, and we should be! 
very thankful for this because it| 
means the ‘reaction’ ought to 
be reduced acccordingly. 


Ix 
Are There Other Factors 


Which Were Not Present in 1920? 

One very important factor is 
that we are now in a cold war and 
the budget is growing steadily. 
In contrast, after World War I, we 





-went quickly into a period of| 


peace and disarmament. The gov- | 


/ernment budget went down sharp- | 
| ly; 
| lions in 1919 fell to $5 billions in 
| 1920. We may deplore the size of 
After World War I, the boom | 


ended in a sharp business down- | 


and expenditures of $12 bil-| 


our present budget, but if we are 
realistic, we must accept it as an 
important factor in the economic 
situation. 

Another factor is that we now 
have a relatively stable money 
market and a protected govern- 
ment securities market. The 
government has been determined 
to avoid the experience in the 
Spring of 1920 when government 
bonds went through a downward 
spiral which brought the Liberty 





| bond 4%s to 82 in a very short | 


time and scared everybody badly. | 
The support of government ponds 
last year was hotly debated, but! 
in my opinion, the monetary au- | 
thorities acted very wisely to pre- | 
vent a repetition of the 1920 col-| 
lapse in the bond market. 

In addition, the whole field of | 
agriculture is now supported by| 
the government. The farm pro-| 
gram may be controversial and I) 
do not know whether we are go-| 
ing to continue with the old kind 
of price supports or shift to the 
proposed new guarantees of farm 
But whatever program is 
adopted, agriculture is going to 
get some kind of assistance which 
it did not have in 1920. 





benefits from the social security 
funds, 


Another important area of eco- 


| nomic supports lies in the broad 
insurance programs represented 
| by deposit insurance and mort- 
| gage insurance. 


Summary 
Now, let me offer a brief sum- 


mary. I know that I have done 
| little more than hit the high spots 
|of the important business ques- 
tions of the day. 
I have been unable to give you 
| perfect answers to these questions. 
But I hope that I have succeeded 
in getting across the idea that it 
is mighty important to keep a bal- 
anced point of view in interpret- 
ing business developments. 
one can tell with certainty what . 
the future holds, but a balanced 
critical point of view should do a 
lot to bring current developments 


I know too that 


No 


into focus, and thereby shed a 


little light on possible future de- 
velopments. 


I am convinced that the tend- 
ency has been and still is to over- 
play the bad news. The business 
community has been obsessed 
with the notion that the 1920 kind 
of collapse was bound to occur 
again. We should be thankful that 
this attitude has prevailed. It 
has kept the boom down to rela- 
tively sensible proportions and 
has thereby sharply lessened the 
expected downward correction. 


Some industries and some com- 
panies are undoubtedly in for real 
trouble, but in looking things over, 
it is a good idea to try to balance 
out the pluses and the minuses, to 
try to see things a little further 
than our own back yard. And it is 
wise to remember that old-time 
seasonal patterns are being re- 


'established in many industries. A 


look at old sales patterns may do 
a lot to keep things in perspective 
when difficulties arise. 


I am very optimistic about the 
ability of our economic machine to 
take the kinds of adjustments 
which have been going on. Com- 
petition and flexibility are the 
keynotes of the free enterprise 
system. Without these, the future 
would be dark. We have just gone 
through a rich, lazy, fat period, 
and it is hard to get back to the 
natural competitive way. Some 
business units are dying in the 
process, but there is a wonderful 
opportunity here for the business 
unit which is alert and enterpris- 
ing and fights hard to do a better 
job than its competitors. The 
company which cuts costs and 
lowers prices as a way of taking 
the initiative will come out in a 
strong position. But the company 
which cuts production rather than 
striving to cut costs and prices 
will lose ground. High break-even 
points must be reduced and it is 
fatal to argue that they can’t be 
reduced. Management and labor 
will have to tackle this problem 
vigorously. This is the way of 
progress. If we do not adopt it, we 
shall be attempting to live on our 


| past efficiency in production. For- 


eign experience seems to show 
that this is the road away from 
free enterprise. 








Nebraska Inv. Dealers 
To Hold Spring Outing 


OMAHA, NEB.—The Nebraska 
Investment Dealers’ Bond Club 
will hold their spring frolic June 
28, 1949 at the Omaha Country 


‘Club. There will be a cocktail 


party at the Omaha Athletic Club 
Monday Night, June 27, in honor 
of the out-of-town guests. Harry 
Greenway, Central Republic Co., 
is General Chairman of the party. 
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owners to risk even 10 or 20% of| these little men always struggling 
| their savings to own and finance! to get big, which have proved the 


Lack of Risk Capital 


(Continued from first page) 


place for risk securities — the 
prime purpose of that market is 
to absorb new issues of risk se- 
curities in order to supply new 
capital to industry. The size of 
the market governs its ability to 
absorb new issues. The principal 
market place for risk securities is 
the New York Stock Exchange. 
When that market is active and 
large, the market for over-the- 
counter securities and new issues 
és likewise active and large. When 
fhe volume on the New York 
Stock Exchange is low and thin, 
fhe same prevails for over-the- 
counter securities. For the past 
il years the average annual vol- 


ume of shares traded on that Ex- | 


change was less than the shares 
traded in the year 1901, 62% of 


h orst depression | 
1932 volume, the w cee tas than | System back to 35% of invested 


| capital would require some $1,-| 
| 700,000,000 of risk capital, nearly 
| four times the amount of risk cap- 


year of all history, 
60% of the so-called normal year 
1926. For the past nine months 
fhe volume on an annual basis | 
was at the rate of 92% of 1901. | 
In 1901 there were less than 70,- | 
000,000 shares listed on the Ex- 
change; today there are over two 
illion shares listed. Our country 
fhas grown rapidly and tremen- | 
dously, but American industry has 
grown even more. It is called on | 
do supply not only our own re-| 
quirements but a substantial part 
of the requirements for rehabili- 
fating a major portion of the 
world. We are attempting to fi- 
mance this great American indus- 
try of 1949 with a public market 
the size of 1901. It just cannot 
he done. In my opinion it will 
fequire a market twice the vol- 
ume of 1926 to supply the new 
wisk capital needed by industry. 


Let’s review the disastrous ef- 
fects on the public market by re- 
cent risk capital financing. On 

Jan. 2, 1948, Gulf Oil Corp. com- 
mon stock sold at 75%, on the 


are widely owned by trust ac- 
counts and small investors, in- 
cluding employees, women and 
children, faced with urgent ex- 
pansion to meet public necessity, 
has increased the debt of its Sys- 
tem from about $1,200,000,000 to 
about $3,400,000,000, an increase 
|of $2,175,000,000 or 176% in the 
past eight years. The System debt 
is now 50.5% of invested capital, 
which I would feel is dangerously 
high. 
savings banks are loaded with 
telephone bonds and cannot for- 
|ever continue to buy additional 
bonds. I see estimates that tne 
| Bell System will still need some 


| $2 billion for capital expenditures | 


the next few years; about $1 bil- 
lion to come from the public mar- 
| kets. To complete such program 
| and to bring the debt ratio of the 


ital raised by all of American in- 
dustry in 1948 and within $200 


three years. 


Potential Demand for Risk Capital 


Let’s examine the potential de- 
mand on the public markets for 
risk capital in the future. Able 
economists state that with our un- 
precedented national debt the 
gross national product must be 
maintained at some $194 billion 
per year for the next four or five 
years to keep us out of a major 
depression. At present, the gross 
product is running in excess of 
that figure, but it must be main- 
tained. These economists say this 
national gross product can be 
maintained if American industry 
is willing and able to spend $21 
billion per year for capital ex- 
penditure for the .next four or 
tive years. In 1946 these capital 
expenditures were $14.5 billion; 





Wew York Stock Exchange. Short- 
jy thereafter it became known 
that the company would sell 
2,269,050 of additional common 
stock. The market price of the 
étock promptly declined to 60. 
The new stock was offered to 
Stockholders at 51 to induce them | 
fo take it. By February 10, ex- 
piration date of the rights, the. 
stock was quoted at 58°4. This 
means the Gulf stock declined 
22.43%. while the Dow-Jones 
averages, comprising 30 high-| 
grade common stocks, declined in 
the safe period 8.50%. It means | 
that Gulf Oil received over $55 | 
million less for its stock on Feb. | 
40 than the market said it was} 
worth on Jan. 2. The decline of | 
this stock pulled down all the) 
other oil stocks—this in spite of | 
the fact that Gulf Oil and the | 
entire oil industry were earning | 
at the highest rates in history. The | 
Texas Company and Cincinnati 
Gas & Electric, old established | 
companies, had similar experi- | 
ences. In January, 1949, the’ 
Bethlehem Steel Corp. did bond | 
and common stock financing. They | 
sold some 628,000 shares of treas- | 
ury stock at $30.70 per share; the 


} 


fhook value of that stock was|f0r the next few years will be 


$63.05 per share, meaning that the 
company received some $20,314,000 
less than book value for it, mean- 


| 1929, $12.5 billion 


| from the inside, that is, from earn- 


|of new securities. Requirements 


in 1947, $18 billion; in 1948, about 
| $21 billion. To maintain this pace 
represents an immense undertak- 
ing by American industry. In 1938 
capital expenditures were not $21 
billion, they were $4.7 billion; in 
i939, $8 billion; in the boom year 
in the depres- 
| sion year 1932, $1.2 billion. 

How can this $21 billion per | 
year be raised? Economists say | 
that some $14 billion can come | 


ings and reserves for depreciation, 
that the other $7 billion must 
come from the public markets and 
that over half that $7 billion 
should be in the form of risk 
capital. The utilities, telephone 
companies, natural gas companies 
alone are estimated to need over 
$3 billion per year, half of which 
should be risk capital. At no time 
in history have the public markets 
faced such a task. In the postwar 
period 1922 to 1927, when our 
government debt was about 1/12th 
of its present size and when pub- | 
lic markets were functioning in 
orderly fashion, only $1.8 billion 
per year were received by the sale 


31 times that amount. From 1931 
| to 1940 less than 1/10th of $1 
billion per year on balance came 


Insurance companies and | 


|; American industry, the very in- 
In these postwar years new debt! dustry_that produced these sav- 

| financing totals over $14 billion, ings. Such policies have caused a 
common stock financing $1.9 bil- rapid flow of vast sums into our 
lion. New debt is nearly 742 times iran ; ; 
new common stock capital—ail| institutions, That is unfair to our 
this at a time when business was institutions. They in turn must 
at an all-time high in sales and | Place these funds in safety first 
‘earnings. That is what our tax|Channels. Cz 
| structure has brought. If industry | find safety first for such vast and 
can’t finance with risk capital in| increasing funds? Surely, if such 
| good times, it never can. The pub-| trend continues, there will be no 
| lic markets have not supplied the | such thing as safety first, for the 


needed $7 billion per year of new | Simple reason there will not be 
‘financing, meaning corporations | sufficient risk capital down below 


insurance companies and savings| 


Can they continue to) 


ing that every share of old stock | from the public markets. From 
was diluted—this in spite of the | 1941 to 1946 there was no capital 


fact that the company showed 0" balance provided by the public 


earnings of nearly $5.00 per share | markets. War production was fi- 
in 1947 and about $9.36 per share | "anced by thé government. 
in 1948. The company received | Small Pr 

, | oportion of Common 
the money, but what a price they | Stock in New Financing 


paid for it! 
; I want to give you some fig- 
The American Telephone & Tel-| ures now that to me are most 
egraph Co., whose common shares | disturbing: 


Domestic Corporate Financing —1946 to 1948 Inclusive 


: 1946 1947 1948 
New corporate financing $6,508,777,181 $6,276,745,020 $5,934,456,563 
Debt securities 4,435,961,800  4,771,309,634  4,999.071,795 
Percent of total____ 68.15% 76.02% 84.24% 
Common stock $804,387,001 $659,154,129 $495,969,673 
Percent of total____ 12.36% 10.50% 6.36% 
Preferred stocks $1,268,428.380 $846 ,281,257 $439,415,095 
Percent of total____ 19.49% 13.48% 7.40% 


| have not only increased debt but 
| have drawn on accumulated re- 
serves. 
| depression, the government might 
well have to supply additional 
| capital to industry not in the form 
}- loans but in the form of risk 
capital, meaning government own- 
|ership—on the other hand, our 
Federal Government with all of 


| resort to further devaluation of 
| the currency with untold suffer- 

ing to holders of some $262 bil- 
| lion of life insurance and savings. 


|million of all raised in the past | Are we willing to risk such pos- 


| sibilities? If so, why have we 
fought to save Europe for democ- 
racy? If so, why the Marshall 
Plan? 

American industry in the three 
postwar years has not been able 
to pay a fair percentage of earn- 
ings as dividends. In the years 
1946 through 1948 about 40% of 
earnings was paid as dividends 
compared to 66% in 1929 and 
about 75% in 1939. Managements 
know they face the following 
facts: They know that when divi- 
dends are paid out they are 
promptly siphoned away from the 
recipients in the form of taxes ant 
unavailable to come back to cor- 
porations in the form of capital. 
They know that large estates 
forced to sell common stocks for 
taxes are competing for what risk 
capital does exist. They know that 
old plants must be replaced out 
of depreciation and _ earnings, 
otherwise corporations would lose 
productive capacity and earning 
capacity. Depreciation reserves at 
the allowable rates have not been 
sufficient to rebuild plants at 
present costs. Therefore, a sub- 
stantial portion of earnings after 
taxes has had to be used or ear- 
marked for such purpose. 


So far as stockholders are con- 
cerned, earnings and dividends 
mean little. It is interesting to 
note that for each $100 earned by 
a corporation before taxes, after 
said corporation pays 38% tax, if 
it then pays 45% of the remainder, 
namely, $27.90, as dividends, the 
stockholder in the $25,000 income 
bracket keeps as little as $13.41 of 
the $100 earned—the man in the 
$200,000 bracket keeps as little as 
$4.99, out of which State income 
and ad valorem taxes must be 
paid. Why should they want to 
own American industry! 


Savings at All-Time High 


Savings have reached an all- 
time high, but far too little has 
gone into risk capital. Liquid sav- 
ings of individuals, including life 
insurance, have risen from some 
$82.6 billion in 1939 to$262.1 billion 
in September, 1948, an increase of 
217%. All stocks listed on the New 
York Stock Exchange had a mar- 
ket value in 1939 to $46.5 billion, 
now about $66 billion, up only 
41%. A vast portion of our na- 
tional income ‘after taxes has ac- 
cumulated in the hands of little 
people, paying little or no taxes. 
More wealth in the hands of little 
people is fine. It means more 





trical appliances, telephones, au- 
tomobles; but individuals and cor- 
porations who pay the taxes must 
be enabled to carry the burden. 
It is natural that these people 
should seek safety first with their 
first savings. However, it is most 
damaging that the Federal tax 
structure and other governmental 
policies have coaxed such vast 





Information taken from “The Commercial and Financial Chronicle,” Jan. 


31, 1949. 


sums into so-called safety first, 
with such little willingness of the 


In the event of severe | 


its commitments might have to} 


people can have electricity, elec-| 


'to provide the safety. Surely our 
| great institutions should welcome 
'a reasonable flow of savings into 
|risk capital. 

| There is another hoard of safety 
| first people. The proportion of na- 
| tional income distributed as pen- 
sions and other forms of relief has 
increased from 112% in 1929 to 5% 
at present. Such distributions now 
run at some $11 billion per year, 
| nearly 1% times all dividends paid 
by all American corporations in 
1948. Such benefits are fine, pro- 
| vided we enable industry to carry 
the burden. In the past, industry 
has been able to raise man-hour 
output some 2% per year, now it 


| looks like they will have to raise 


it some 3 or 4% per year. Possibly 
they can, but it will require huge 
amounts of new equipment re- 
quiring billions of risk capital. In 
the meantime we see our best men, 
many of them young, unwilling to 
take the risks of leaving their 
present jobs to take bigger and 
better jobs at higher salaries, 
simply because they have partici- 
pations in pension trusts and be- 
cause increased salaries mean 
nothing after taxes. 


This goes on at a time when the 
American people face the greatest 
burdens in their history—a Fed- 
eral debt of some $250 billion, 
commitments for pensions, higher 
living standards, commitments to 
rebuild and defend a major part 
of the old world, and above all 
commitments for our own national 
defense. I tell you no half way ef- 
fort will ever take care of those 
commitments. It will require su- 
preme effort and a supreme will- 
ingness to take risks and a su- 
preme desire to own and finance 
American industry. Private own- 
ership and free enterprise work- 
ing at their best can possibly carry 
these burdens. It is certain that 
no socialistic government or gov- 
ernment ownership, though splen- 
did in purpose, can ever discharge 
those tasks. 

Up to some 
Federal tax structure permitted a 
class of people to exist, who by 
hard work, ingenuity or luck, or 
some of all, had incomes in excess 
of the amounts necessary to live 
and pay taxes. This excess found 
its way into American industry by 
the purchase of common stocks. 
This not only supplied risk capital 
to industry but provided private 
ownership of industry. The me- 
chanic, the farmer, the day la- 
borer, the bus driver, always had 
hope of and often succeeded in 
becoming owners of industry. In 
future the U. S. Government is the 
potential owner. Is that what we 
want? Let’s make a decision. 

Now, who is being hurt? Not 
the rich man—the rich man has 
quit, he can live on accumulated 
wealth. Out of taxable income he 
has nothing to put into industry, 
and even if he did, plain common 
sense would dictate that he would 
be utterly foolish to take the risks 
with no return. These little men 
who start in business with noth- 
ing but the determination to work, 
sweat, save and build—the man 
who starts alone, works alone, 
saves a little, buys a new machine 
to increase his production, then 
employs two or three men—these 
little men who start as proprietor- 
ships, then partnerships, building 
out of earnings, knowing nothing 
about corporate structure — there 
are millions of them, there are 
some 3,700,000 tax returns of un- 
incorporated businesses and only 
506,000 returns of corporations— 





12 years ago our! 


| backbone of our country for gen- 
|erations—these are the men who 
|}are being hurt. They haven't a 
|chance to build business from 
profits and they are unable to in- 
corporate, because risk capital is 
low in supply and has no induce- 
ment to go into small business. 
The next class of people who are 
being hurt are men like you—men 
willing to work all hours of the 
day to carry the burdens placed 
on industry and to enable the gov- 
ernment to meet its burdens. 


What Is the Answer? 


What is the answer? First, gov- 
ernment spending should be re- 
duced to a minimum with every 
dollar of waste and red tape 
knoeked out. Second, the whole 
Federal tax structure should be 
completely revamped. The one 
over-all shot in the arm to be 
given industry and individual ini- 
tiative is to limit the individual’s 
maximum surtax rate to 50%, and 
do so immediately. According to a 
reliable Washington source, such 
limitation under present tax struc- 
ture and applied to the 1948 gov- 
ernment fiscal year would have 
taken only $655 million out of the 
U. S. Treasury—only about 14%% 
of total revenues. Such loss would 
immediately be made up by men 
jumping to their work with a 
bang — initiative and ingenuity 
again on the alert to create, to 
produce, to save and to invest, and 
to own and finance American in- 
dustry. Men would again take 
risks and dispose of risks, know- 
ing they could keep at least one- 
half of any dollar they made. The 
present maximum rate of 77% 
plus state income taxes is not 
helping anybody and is a danger 
to the national welfare. It pro- 
motes abnormal practice, unsound 
thinking and dishonesty through- 
out the land. Corporations are in- 
creasing debts to unsound extent. 
We see businesses being liqui- 
dated and sold to foundations. We 
see individuals asking for tax-free 
expense accounts. We see tax eva- 
sions running as high as $4 billion 
a year. Such evasions are 5% 
times the amount brought to the 
Treasury by maintaining individ~ 
uals’ surtax rates in excess of 50% 
Dr. Willford I. King, former 
| President of American Statistical 
| Association, testifying before a 
|Congressional Committee, used 
|U. S. Treasury publications to 
|produce a most revealing study. 
He produced charts that showed 
plainly and graphically that in 
peace time high tax rates on in- 
dividuals invariably brought di- 
minishing revenues to the Treas- 
ury, that a maximum tax rate of 
25% brought the greatest revenues 
to the Treasury. At the close of 
World War I the maximum rate 
was 77%; in 1920 it was lowered to 
73%, in 1922 to 58%, in 1926 to 
25%. From 1922 on, the result was 
increased incentive with increas- 
ing profits to business and indi- 
viduals and increasing revenues to 
the U. S. Treasury. Here is the 
answer just as plain as day as to 
how President Truman can keep 
business profitable and get his $4 
billion of increased revenues to 
the Treasury. 

The present capital gains tax 
brings insignificant revenue to the 
Treasury—for 11 years an average 
of $155 million per year, less than 
4/10th of 1% of present Federal 
| revenues—yet this tax is having a 
|'most decided effect on the na- 
tional economy. Property cannot 
be sold at a profit to go into new 
business—25% of the profit goes 
in capital gains tax, meaning the 
untried new business must be 25% 
better from the start. Even capi- 
tal lying idle has no incentive to 
go into new business, because the 
income is taxed away and if the 
new business fails, only negligible 
credit of the loss is permitted to 
apply again ordinary income. Pic- 
ture the man who starts young 
with nothing but the will to work, 
sweat and risk, and finally builds 
a great business. In old age he 
decides it is time to take less risks; 
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he is willing to dispose of his bus- talk quietly with little groups of; policies of recent years will not' Empire, Ancient Athens were all 


iness and let younger men take 
over and carry on. He 
wants to transfer his ownership of 
this property into U. S. Govern- 
ment bonds or partly into a diver- 
sified list of American corpora- 
tions. It is merely a transfer of 
property in accordance with the) 
dictates of sound judgment and 
which is definitely favorable to 
our social order. He is prohibited 
from doing so, because such a) 
transfer may take nearly 25% of | 
the entire principal. Even if he) 
could do so, younger men could 
not get under debt to take over 
his property, knowing that the| 
high rates on earned income of | 
individuals would prohibit them | 
from ever paying for it. 

Picture the young married cou-| 
ple: The housewife’s first concern 
is to find a nice location for a! 
home and say she buys a home for 
$10,000. In later years she finds 
that the encroachments of business 
are such that this is no longer} 
a nice location for a home and in 
which to raise children. She 
changes her mind about it. She 
sells that home for $25,000, moves 
into another locality, paying $25,- | 
000 for the new home. In the) 
meantime she has incurred a tax) 
of $3,750 fer changing her mind.} 
Now, gentlemen, you know that 
any law is utterly unsound that} 
places a tax on a women for 
changing her mind! 

The present capital gains tax| 
freezes property in the hands of} 
old owners, resulting in hired 
management and absentee owner- 
ship, distinctly not healthy to our 
social order. I dislike to suggest 
that a tax which is the most rea- 
sonable on the books should be 
lowered, but the fact is, this tax is 
not bringing great revenues to the | 
U. S. Treasury and the Treasury | 
needs the money. The fact is that 
corporations need risk capital. If, 
that tax were cut in half, it would 
prove a tremendous impetus to 
the capital markets and would 
bring substantially increased rev- 
enues to the U. S. Treasury. This 
suggestion combined with the sug- 
gested 50% surtax limit involves 
less than 2% of Treasury reve- 
nues. These suggestions can be 
accomplished quickly and simply, 
bringing increased revenues to the | 
Treasury and providing insurance 
to keep men and machines em- 
ployed. We are gambling billions | 
overseas—we had best gamble a} 
few hundred millions at home to) 
keep our own house in order. 

What can you and I do about it? | 
There is plenty to be accomplished | 
in visiting with our Senators and | 
Congressmen. They are the cho- 





sen representatives of people 
throughout the land. There is' 
where the power is. It is my ob-' 


servation that our Senators and_| 
Congressmen are generally men 
of character who want to do a) 
good job and are trying to do a| 
good job. They are not experts in, 
all fields; they are average citizens | 
just as you and I, One Senator | 
may be an expert in agriculture. 
On problems. to do with agricul-| 
ture he knows the answers. When 
problems arise on highly technical 
questions to do with taxes, tariffs 
or economic policies, he does not 
know the answers and we can't! 
expect him to. He needs help and 
is willing to accept help, but I am} 
afraid he receives too little prac-. 
tical help. Big business sends) 
economists to Washington to read | 
economic studies to the Senators 
and Congressmen. Labor sends its 
ecoromists. Then the President, 
feeling an obligation to carry out) 
his program in toto, which seems 
an unfair burden on the President 
never intended by our Constitu- 
tion, sends economists from the 
Federal Reserve or Treasury to 
read economic studies. The Sena- 
tors and Congressmen probably 
don’t understand any of them, and | 
I don’t blame them; but it is very 
human for them to feel, ““These 
are the government men: we had 
best do what they say.” If each 
men here would make it a prac- 
tice to go to Washington three or 
four times per year, sit down and 





in turn! 


| past and present policies. 


Senators and Congressmen, ex- 
plaining in plain, simple, under- 
standable language, using just 
common sense and plain arithme- 
tic, showing what all these policies 
could lead to, you would be utter- 
ly amazed at the reception you 
would have and the good you can 
accomplish. 


Optimistic Note 


I have painted a rather dismal 
picture—that picture is based on 
Under 
sound policies for the future I 
have the most profound optimism. 
First, I have great confidence in 
the capacity of the American peo- 
Ple to land on their feet in any 


'crisis. True, we face our greatest 


responsibilities, but that means a 
great job to do, and in the very 
process of accomplishing it we can 
go to heights we never dreamed 
of. Here we are with a perfectly 
magnificent country, the strongest, 
most powerful in relation to other 
countries the world ever saw. We 
have the finest form of govern- 
ment the world ever saw; we have 
a private ownership free enter- 
prise system that won two world 
wars, has brought the highest liv- 
ing standards to the common man, 
that is now providing relief and 
rehabilitation to a great part of 
the world on a scale never known. 
We are a great creditor, a gener- 


|ous people, with a great mass of 


industrial engineers, chemists, in- 
dustrial leaders and workers 
ready, willing and able to perform. 
We have a tremendous productive 


jmeet our future responsibilities.| great, but they all fell—and they 


‘Sound policies can, but time never came beck f 4 
| running—it is time for decision! | ack. Time for deci- 


| Rome was great, but Rome fel]— | Sion—and it may be later than we 
| the Byzantine Empire, the Spanish | think! 


Importance of Hard Work 
In Securities Selling 


(Continued from page 4) 


clined to think the less one pre-; take the ordinary holidays: New 
tends the better he is going to} Year’s Day, Christmas Day, the 
come out over a long period of} birthdays of George Washington, 
time, but you can definitely lis-| Abraham Lincoln and Columbus, 
ten and take advice. You can} Bunker Hill Day, Decoration Day, 
definitely think for yourselves.| Armistice Day, Labor Day, 4th of 
You can definitely decide time|July, and we arrive at 10 more 
after time that the profit is not| days to take out of the year. Then, 
worth the gamble and that what/of course, being hard working 
you want to do and be, is a rea-| citizens and badly needing a va- 





sonably respected member of| cation, we have to take out at 
your profession 10, 12, 20 years| least two weeks of 5 working days 
irom now. each, making ten more. Uanzless 


Back in the bad old days of the 
'20s, the principal qualification 
for becoming a bond or securities 
salesman was “Whom does he 
know?” You are all so familiar 


we are extremely lucky we are 
quite likely to spend at least 5 
more days unable to work because 
of sickness, so that we add that in 
And, of course, there are days 


| when I say that Mr. Carol Hoff- 
| Man as a partner of Draper, Sears 
}& Co. would not be at all averse 
| to taking orders from your clients 
for you or seeing to it that they 
| were properly handled. I person- 
_ally can think of nothing that 
|makes me happier than when a 
client calls up and inquires for a 
| salesman who is out on the streeg 
| looking for more business, an@ 
| then gives me an order for a sub- 
| stantial amount of our product for 
| the account of the client. Almost 
inevitably the client makes a poing 
of saying “you will be sure that # 
goes to the credit of Mr. So and 
So, won’t you?” At this point 
we have disposed of all the time 
between 9 and 5 and if we have 
been reasonably attentive to our 
own welfare and have exposed 
ourselves to business, we should 
feel reasonably weary at 5 o’clock 
| and content to go home with the 
| little woman and the kiddies. Bus 
if we do that, who is going to 
take care of getting up the list of 
prospects for the next day’s work? 
Does any one of us really de 
enough business to hire a secre— 
tary to do such work for us or 
to warrant our firms in spending 


with the old story about Major 
Higginson that I hesitate to re- 
peat it, but so the story goes: Ma- 
jor Higginson gave a letter of 
introduction to some New York 
bankers on behalf of a young 
Bostonian, whom the New York 
bankers liked. However, wishing 
to have some further information 
they wrote to the Major and said 
“We like your young friend very 
much and will you be_ good 





capacity, & magnificent asset. We 
have now io think in terms of 


ever-increasing consumption, We} about him?” — 
not| Higginson replied that the young 


should prepare to consume 


enough to tell us something more 
To which Major 


only our own production but a| man was the son of so and so: a 
great part of the production of grandson of so and so and so and 


debtor countries. 
countries work for us and 


back some of the natural re- 


Let the other) so. For some strange reason, how- 
send; ever, this didn’t seem to satisfy 


the New York bankers and they 


sources we sent them for some 250| wrote back to the Major some- 


years when we were a debtor. We, 


thing along this line: “My dear 


should have blue-prints ready for; Major Higginson: We really don’t 


super-highways all over the coun- 
try, greater Mississippi flood con- 
trol, reclamation, and in the name 


of national defense tunneling of| 
rivers, undergrounding of commu- | 


| need the young m 


| purposés, we are thinking of hir- 


an for breeding 


ing him as a securities salesman.” 


Whether there is any truth in 
the story or not, that’s about the 


nications systems, electrifying of| way many young men were hired 


railroads. That would return sound | for 


monetary systems of debtor coun- | 
tries and there would be neither 
time nor desire for war. 


It is high time that government, 
industry and labor join hands in| 
adopting policies that will permit} 
us to discharge our responsibili- 
ties and grasp our opportunities. 
It is high time that government 
tax structure restored to the indi- 
vidual the ability to own and fi- 
nance American _ industry. If 
American industry is not worth 
owning and fighting for, we can) 
bank on it that U. S. Government}! 
obligations will not be worth 10} 
cents on the dollar! It is time for | 
leaders in government, industry, | 
labor and finance to join hands in| 
restoring confidence in the public | 
markets which supply risk capital | 
to American industry—the public | 
markets, particularly the New| 
York Stock Exchange, where U. S.| 
Government bonds, foreign gov-| 
ernment bonds, corporate bonds | 
and the ownership of American | 
industry are appraised and accu- | 
rately quoted. With such pro-| 
grams, we can proceed with con- | 
fidence, joy and enthusiasm, a 
strong and healthy people going | 
along unmolesting and unmolested | 
—a great people will no longer 
shiver at the whim of a Molotov! 

In recent years our people have 
been led to fear free enterprise, | 
to fear businessmen, to fear the) 
taking of risks, to fear many of} 
the things that made us great. We) 
still believe in them, but we fear. 
them. A few more years of such} 
could provide a generation that 
would cease to believe in them. 
Throughout ali history great em- 
pires have fallen because they 
ceased to believe in the things 
that made them great—they bit) 
off more than they could chew, 
created vast quantities of money 
and failed to follow sound policies 
to meet added responsibilities. Our 


| 








the securities business at 
thal period in the nation’s finan- 
cial history. It didn’t really mat- 
ter much whether the young man 
in question knew anything or 
not; they were still able to pro- 
duce their share or a little bit 
better of the business which their 
firms required of them. 

Tut along came 1932 and I 
and my good friends had to get 
to work and try to figure out how 
we were going to make a living 
for our families between 9 and 5. 
We made an awful lot of mistakes, 
but we had the capacity to work. 


Hard Work Essential 


By a chain of circumstances we 
Janded in the wholesaling depart- 





when there’s a World Series or 
something like that and that prob- 
ably accounts for, well shall we 
say, 4 days more. This makes a 


the money for secretarial work te 
do it for us? I sincerely hope so 
but I am a little doubtful. There- 
; . fore it behooves us to consider 
total - 135 days, leaving 230 days| what we are going to do between 
it’ yr oe go to work, | 5 and 9 at least a reasonable num- 
ant ‘1 we nown that yOu | ber of nights in the week so that 
wed B~ Fong fe rie at 9 o'clock | the next day we shall not have to 
sabia inl a 9-25 b - Seueit his | waste time making up our minds, 
pegs < Bo virn . on 10:15 oo: ens (8 sorting cards or deciding what 
. and at iveio he has a territory to go into, but shall be 
conference with his partners OY) all ready to jump out of bed at 
cc llr apes Bo ped al et 6:30, get the wife’s breakfast and 
the factory which lasts until 11:30, pte ct cgay? Rage 8-00. ae the 
after which he has a consultation | 1 orning ais . 
with the superintendent and fore- | MG ok See I 
man of the factory and then-—why | jis farting of cards and des 
gracious goodness it’s 12 o'clock | the things thet wives all ia 
and the man goes to lunch. Ob- | ot ts rs h f h ar? t —* 
viously now we can’t see him un- |). ee me - > a rs _ — 
til 2:00 o’clock in the afternoon. | waar aT aan a heer es —_ 
Now in my day as a street walker a : 7, ’ oo 
2 o'clock in the afternoon was re- pores od ope Pagers oo 
ar ses a spay Py mg tb | be left in ‘the sovisies saute Mae 
nook g Pag l  nlla g-y saunter | we could spend the same amount 
most receptive mood and he | Of time calling on a man with 
: - | $¢ 5 j 
would very likely listen to you. ear ae Sees oe 


And so far as I have heard, this| : 
period of “good time to see q| that we sell? In other words are 


man” lasted until about 4 o’clock | W€ continually combing the dead 
after which, of course, he was | 00d out of our lists? 

reparing to sign his mail and to 
es ‘ioe 4:55 at So you can The Question of Prospects 
readily see that on this basis, at; I suppose that this is as good a 
least, we securities salesmen are |time as any to discuss the question 
allowed to work 2 hours a day.|of prospects. Where do you get 

Perhaps it will interest you to; €™ and how. I have heard it 
know that there are some old buz- | Said that I was one of the tough- 
zards in the securities selling | ¢St guys in Boston in relation to 
business, whom I happen to know, | Prospects; that I didn’t believe in 
who discovered by trial and er-| handing them out; that I didn’é 
ror that it was almost as easy to) help the salesmen get them; and 
see Mr. Gotrocks a ‘3:25 a.m. as |S0 many other things that I almost 
it was at 2:00 p.m. and that if you| blush to remind myself about 
had a story to tell that was worth | them. God forbid that I should 
telling and could persuade Mr. | defend myself in the presence of 
Gotrocks or his secretary or his | Such a handsome group of young 





| get to work again. 


telephone operator that you could 
tell it to Mr. Gotrocks in such a 
way as to be intelligible, you were 
able to get in and see him. This, 
of course, automatically len.zth- 
ened the working day to 6 hours. 
For purposes of argument let’s | 
say that we actually try to see 
our clients 6 hours a day for 232 | 
days in the year or, in other 
words, we work at that end of our | 
business which, in the last an- 
alysis, really brings home the ba- 
con, 1,392 hours out of a total of 
8,760 hours in the year or ap- 
proximately 16% of the time. 


I think it is not too much to say, 
therefore, that any part of that 
16% of the time that is not spent 
actually in the presence of and 
talking to a client or prospective 
'client should really be regarded 
‘as wasted. 


But, say you, what will happen 
to the orders that my clients want 
to put in if I am out looking for 
more new business? Well, I hope 
you're not going to say that, be- 
cause if you are, it indicates a 
lack of organization in your house 
that is deplorable. I believe that 
I am not overstepping the mark. 


ment of the oldest and largest in- 
vestment trust in the country; 
there wasn’t any less work to be 
done, in fact there was more: 
45,000 miles a year of traveling 
by car, train, bus and aeroplane; 
entertaining to be done at night 
until 10, 11 and 12 o’clock, and up, 
as Mr. Pepys says, betimes in 
the morning at 5 a.m. to drive 150 
miles to get to the next town to 
There wasn’t 
any outstanding intelligence de- 
voted to :t but there was plenty of 
good hard garden-variety work. 

Now it may be wise at this 
point to get back to a little more 
discussion of the importance of | 
work in selling securities and | 
perhaps to outline some of the} 
ways in which this work can be | 
more intelligently applied. 

In the first place let’s do a little 
mental arithmetic. There are ac- 
cording to most calendars and 
the popular superstition 365 days 
in most years. Out of this we 
take immediately 52 Sundays and 
52 Saturdays, although, of course, 
it is possible for some reaily am- 
bitious guy to do a little work on 
Saturdays, occasionally! Then we 





business getters as you all are and 
'I shall only say that if I get them, 


I certainly hand them out! If f 


| knew how to get ‘em, I would cer- 
|tainly tell you but in my 30 years 
‘of batting around in the securities 


business I have never found that 
prospects handed out ever 
amounted to a row of good 


| crooked apples. 


You will all remember that Mr. 


| Redfield in his talk about pros-— 
| pecting referred to the fact that 


nobody with an ounce of common 
sense would tackle people in the 
textile business or in the shoe 


, business and a number of other 


businesses today which are down 
in the mouth and which therefor 
want to hold onto their cash as 
much as possible; but that they 
would seriously consider people im 
the automobile business, the retail 
stores, etc. All this, of course, is 
simply along the line of the first 
group of prospects you make be- 
cause if you handle yourselves 
properly, if you do a good job for 
your clients, these last are always 
going to supply you with new lists 
of names on whom to call. In 


(Continued on page 34) 


34 (1862) 


THE COMMERCIAL & FINANCIAL CHRONICLE 


Thursday, April 28, 1949 





More Dealer Comments on Effect of 
5 %Mark-Up’’SpreadonSecurities 
Of Smaller Corporations | 


(Continued from page 8) 

LOS ANGELES, CALIF. 
Unfavorable.* 

LOS ANGELES, CALIF. 


Detrimental.* 
LOS ANGELES, CALIF. 


Tends to reduce trading in smaller issues. Furthermore, the “5% | 
mark-up” rule completeiy eliminates all venture money and as long | 
as this rule exists the Federal Government should authorize a special 
bureau, adequately financed to supply all venture capital for new 


industries. 
OAKLAND, CALIF. 


Bad Effect. 
PASADENA, CALIF. 


Contributes to a much poorer market. 


SMALL CALIFORNIA TOWN 


None to date, but the time is near at hand when it will be 
detrimental for a long period of time. 


SACRAMENTO, CALIF. 
Fails to provide a reasonable profit to a firm for the effort | 
needed to distribute such securities. 


SAN FRANCISCO, CALIF. 
Ruins the market for the little fellow.* 


SAN FRANCISCO, CALIF. 
Detrimental. 


SAN JOSE, CALIF. 


Tends to deceive the public and limit the marketability. Also | 
encourages dealers to sell less sound securities in preference to listed 
securities or Investment Company Funds. 


SAN DIEGO, CALIF. 
Not too much. This business has entered a complete new phase 


in the last ten years. 
ORLANDO, FLA. 


Probably hasn’t had much effect on distribution generally, but 
it is detrimental on very low-priced stocks. It would operate very 
badly in a bad (slow) market. Principally, however, I feel that 
securities should trade in a free, competitive market. 


OMAHA, NEBRASKA 


Bad.* 
CHARLOTTE, NORTH CAROLINA 


Very little—is question of investor attitude on small companies. 
CLEVELAND, OHIO 


PORTLAND, OREGON 


None.* 


Not good.* 
PORTLAND, OREGON 
It hurts, and it has a tendency to make dealers mark up every 
transaction to the limit.* 


PORTLAND, OREGON 


Has destroyed incentive for dealers to create markets on little 
known securities. 
PITTSBURGH, PA. 
It very definitely affects the free flow of capital into new in- 
dustries and makes it very difficult to make markets on the securities 
of smaller corporation.* 


SMALL PENNSYLVANIA TOWN 


The effect is not good. I think each transaction should be treated 
according to cost of doing business or expense. 


PITTSBURGH, PA. 
Injured them.* 
SEATTLE, WASHINGTON 
None. 
SEATTLE, WASHINGTON 
None. 
SEATTLE, WASHINGTON 
None.* 
SEATTLE, WASHINGTON A 
May be tough on them, but don’t think they should be sold the 
public generally anyway. There’s where much of the public’s losses 


are.* 
SEATTLE, WASHINGTON 


Very little—Because the 5% spread is not necessarily observed 
in new deals.* 


SEATTLE, WASHINGTON 
Acted as handicap.* 


SPOKANE, WASHINGTON 
Depresses market.* 


. TACOMA, WASHINGTON 
Holds down their prices.* 


TACOMA, WASHINGTON 


Slows the market down. Think 5% or less in some cases justifi 
= s - 4! stified 
where minimum of work required. In other cases, camnantantes should 
—— to dealer who in most cases, I believe, would be found reason- 





NEW YORK CITY 
Stops or impedes trading.* 


*Commented anonymously. 


| taking. 
|of time finding a purchaser, with even out of town phone calls, so 
‘that we wouldn’t have made much, if any, net profit on the trans- 


NEW YORK CITY 
Obviously bad.* 
NEW YORK CITY 
Very little. An important firm that doesn’t care to sign its name.* 


NEW YORK CITY 
Very restricting.* 
NEW YORK CITY 
Limits marketing.* 
NEW YORK CITY 
Limits dealer trading, creating poor market ability.* 


NEW YORK CITY 
None whatsoever. 
NEW YORK CITY 
Five per cent markup could be too much in some cases, not 
enough in many others. Recently had 300 shares to sell for a very 
rarely traded stock. We took 50c a share pvofit (price realized 25 
we gave customer 24%) and told customer what profit we were 
5% would have been $1.25 per share. We spent a great deal 


auction even at $1.25 per share profit. In the case of smaller corpora- 
tion, whether it is to buy or sell the customer always seems to be 
afraid he is going to get done in some way. We couidn’t get that 
order to sell the 300 shares above mentioned until we laid our cards| 
on the table and told the customer exactly how we would proceed. | 
Another customer, a very wealthy man, asked us to pick up some) 
obscure Municipals. In a very generous gesture, he bid 98. That is! 
what we paid for three bonds which we managed to pick up for | 
another customer, charging the other customer 100, or a 2% mark up. | 
Finally, the 98 man begrudgingly raised his bid to 99. In these cases, | 


| perhaps there should be a profit, plus a service charge.* 


NEW YORK CITY 
Terrible!* 
NEW YORK CITY 
I believe it hurts the market. Am afraid of the Gestapo!* 


NEW YORK CITY 


NEW YORK CITY 

Obviously it is harmful because sponsorship is lacking, Salesmen | 
will not put forth the costly effort unless they are rewarded ade- | 
quately.*® 


None. 


NEW YORK CITY 


It dries it up. 

NEW YORK CITY 
No major effect.* 

NEW YORK CITY 
None. 

NEW CITY 


Destroys such markets. 


YORK 


NEW YORK CITY 
Destructive. * 
NEW YORK CITy 
None.* 
NEW YORK CITY 
Terrible.* 
NEW YORK CITY 
Much ‘harder to float the issues and also to maintain a good 
market for them. 
NEW YORK CITY 
Very poor. 
NEW YORK CITY 


Constantly creating a shrinkage in the securities business.* 


NEW YORK CITY 


Hurts the market in that dealers can not afford to retail the se- 

curities for 5%. 
NEW YORK CITY 

It has made it impossible for the public to profitably participate 
in good, sound small companies, because we are reaching the stage 
where there is no public market for the stocks of such companies. | 
The retailers are deserting the small companies in droves and jump- 
ing aboard the investment fund wagons which pay 5, 6, 7%. From 
right now or: the financing of small companies just won’t pay anyone. 
Would get squashed like a June bug if I signed this.* 


ca 
a 


'not being able to close a 


Importance of Hard 
Work in Selling 
Securities: Baxter 


(Continued from page 33) 
fact I remember a little story 
about the young Irishman, Pat 
Mulrooney, who went to the 
Father to confess, etc., etc., ete. 
This merely proves that if a man 
keeps his eyes and ears wide open 
he is likely to tind new pvospects 
in the most uasuspected places! 


Canned Sales Talk 


There has been .much. talk in 
sales books and lectures..on the 
question of the use of a “canned 
sales talk” and, believe me, I am 
heartily in favor ot it if in the 
first place your product permits 
such a talk and -if in the second 
place you yourself do the “can- 
ning.” In the 12 years in which I 
was wandering to and fro across 
the face of the earth selling cer- 
tain investment trusts, I aevel- 
oped what was unquestionably a 
canned sales talk. 1 knew exact- 
ly where I was going to pound the 
table and I knew 95% of the 
answers to all the questions that 
could be brought up, but I am 
frank to admit-to you that this 
cannot be done if you are going to 
have a new issue of one kind or 
another to sell every two or three 
times a week. It is, of course, 
quite possible for your house and 
for you to have one particular 
product On your list at all times, 
which you can get to know so well 


|—so letter perfect—that you can 
‘apply it as part of every investor’s 


program and make both you ahd 
your house a lot of money, in bad 
times and good. No sensible man 
in the securities business will 
recommend any particular kind of 
a product for more than a reason- 
able or proper percentage of an 
investor’s account. 


Selecting the Invester’s Account 

Now I can feel some of the 
thoughts that are going through 
your minds: what the hell’s the 
use of living if you have to work 
as hard as this old buzzard says 
you have to? Why shouldn't a 
man be able to make’a living by 
working the prescribed hours be- 
tween 9 and 5? Why should he 
feel such sharp twinges of con- 
science if, through no particular 
fault of his own, his clients lose 
their money? Why? Why? Way? 
There’s only one'answer to these 
questions and that is that if they 
are really serious in your mind, 
you’re in the wrong business. 
Maybe you're not a salesman at 
all, maybe you’re an order taker: 
there’s no disgrace to being an 
order taker but don’t expect to 
make any money on that basis. 
Neither is there any disgrace to 
sale: 


‘there are plenty of good places in 


NEW YORK CITY 
A very bad effect. 

NEW YORK CITY 
Bad.* | 

NEW YORK CITY 


Has a tendency to restrict trading, therefore to make securities | 


less marketable.* 
NEW YORK CITY 


Depressing and limiting market effect, tending to hold back 
funds from the smaller businesses of this country.* 


NEW YORK CITY 
Very ungood. 
NEW YORK CITY 
Making it increasingly difficult to secure new capital.* 


NEW YORK CITY 


Tends to decrease dealer interest—and consequently investor 

interest.* 
NEW YORK CITy 

It definitely hampers trading in securities. Expenses of every 
name and nature have increased. General business has increased its 
“spread” to meet increased costs. Trading in securities should 
recognize increased costs in the same manner. It is quite possible 
to maintain a “reasonable spread” and still make a large enough 
gross to cover increased overhead. The 5% rule, if it is recognized 
as such, should be rescinded. We are much over-regulated.* 


NEW YORK CITY 
Discourages business efforts.* 
(Continued on page 35) 


the securities business for analysts 


'and others who do not actually 


sell. There is really not too much 
disgrace in being lazy, but for 
God’s sake, if you are, face the 
fact and don’t. kid yourself into 
believing that you’ve got a sore 
toe or a backache, or that your 
wife needs you at home, etc. 


Face the Facts! 


Face the facts: call a spade a 
spade. And if you really want to 
be a salesman, try and be a good 
salesman: remember that the cli- 
ent’s interests are first, not only 
because of the ethical aspect, but 
because honesty is the best policy 
because it’s good business. Give 
up any idea of going to the movies 
or playing bridge or getting 
drunk seven nights in the week 
and make up your mind _ that 


| you’re going to work at home at 


least three or four nights every 
week and maybe even make a few 
calls on your clients at their 
homes during the evening. 

You will not only make more 
money, but you will achieve a 
degree of credit to your firm and 


satisfaction to yourself that can- 
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not be purchased in other 
line of endeavor today. 

What I am, of course, trying to 
say to you, is that the securities 
business is not a sinecure, it is 
not an idle man’s means of mak- 
ing a livelihood: it is not a pro- 
fession in which you can blunder 
along making mistake after mis- 
take and still expect to have a 
permanent income frem it. On 
the other hand it is a profession 
just as the law or medicine is a 
profession: ia fact I think some- 
times that it should have a high- 
er standard than either of these, 
purely on the basis of self-sur- 
vival. The doctors can bury 
their mistakes, but we who make 
mistakes in our profession have} 
to run around the corner to avoid 
meeting the poor’ unfortunate 
‘widows or dear old gentlemen 
whose money we have put into the 
wrong type of securities. The 
only way in which we can ever 
hope to continue to make a con- 
tinuing livelihood out of this pro- 
fession, is so to love our fellow 
man whose investments we con- 
trol. that 10, 20 even 30 years 
from now our names will be writ- 
ten in his book of gold. 


Chicago Street Club 
Apnoinis Chairman 


CHICAGO, ILL.—John F. Det- 
mer, President of The Street Club 
of Chicago, announces the appoint- 
ment of Robert M. Clark, of Blunt 
Ellis & Simmons, as Chairman of 
the membership committee and 
J. J. Markham, of Hornblower & 
‘Weeks, as Chairman of the pro- 
gram cemmittee. N. Lee Udell, of 
the Chicago National Bank, has) 
been named a Vice-President. 

_—- a 
ag68 
Pacific NW Group of 


IBA Annual! Meeting 


SPOKANE, WASH.—The 1949 
Group Meeting of the Pacific 
Northwest Group of the Invest- 
ment Bankers Association of 
America will be held September 
9,10. and 11 at the Gearhart Hotel, 
Gearhart, Ore. 

I 


New York Stock Exchange 
Weekly Firm Changes 


The New York Stock Exchange 
has anneunced the following firm 
changes: 

Transter of the Exchange mem- 
bership of Richard R. Thomas to 
Harry Wiesenberger will be con- 
sidered by the Exchange on May 5. 

Thomas Y. Wickham will retire 
from partnership in Faroll & Com- 
pany. April 30. Marion R. Baty 
will withdraw from partnership in 
_Wayne Hummer & Co., May 1. | 
Fredrick J. Pflugfelder & Co. will | 
be dissolved effective April 30. 


any 





R. R. Thomas & Co. to 
Be Formed in NYC 


Richard R. Thomas and James, 
E. Lawler, members of the New} 
York Stock Exchange, will form | 
R. R. Thomas & Co., New York, 
Stock Exchange firm, with offices | 
at 36 Wall Street, New York City, | 
as of May 5th. Mr. Thomas has | 
been active as an individual bro-| 
ker: Mr. Lawler was formerly a 
partner in R. Swinnerton & Co. 





- a 
American European Assoc. 
American European Associates, | 
Inc. has been formed with offices | 
at 25 Broad Street New York City. 
to engage in a securities business. 
Officers are Ernest Spiegelberg, 
Executive Vice-President and 
“Treasurer, and S. Metzger, Secre- 
tary. Mr. Spiegelberg was formerly 
in business in Amsterdam, Hol- 
land. 


EE 
A. K. Wihanto Opens 
BOSTON, MASS. — Adolph K. 
Wihanto has opened an office at 
11 Beacon Street, to engage in a 
securities business. 





| than 


More Dealer Comments on Effect of 


| 


5% Mark-Up” Spread onSecurities. 
Of Smaller Corporations 


(Continued from page 34) 


NEW YORK CIty 
Harmful effect.* : 

NEW YORK .CITY... .... 
Will never help. 

NEW YORK CITy 


. A decidedly bad effect. In many 
impossible. 


cases it makes such a market 
NEW YORK: ©OFPY¥ 
None.* 

NEW YORK 
Should not apply to odd lots.* 


SMALL NEW. JERSEY. TOWN 


In many case the 5% mark-up -bears.a-hardship on small dealers, 
especially in rural or sparsely populated -seetions, as traveling, etc., 
creates so much additional expense, alongwith regular expenses, that 
at 5% very little profit can be realized. -Furthermore, securities 
should be handled like other-merchandise.- A. hardware dealer could 
never be successful at 5% and yet if-he received an order for a large 
quantity of merchandising he could cut the-profit 5 or 10%. Securities, 
although with not as large a margin of. profit as hardware, should 
yield a larger amount of profit. Then.let the dealer adjust his profit 
according to the size of transaction. 


AUBURN, N. Y. 


CITY 


Bad. 
ITHACA, N. Y. 
Very harmful.* 
SMALL UPSTATE NEW YORK TOWN 
Believe it tends to make a narrower market.* 


SMALL UPSTATE NEW YORK TOWN 
Probably contracts markets. 


ROCHESTER, N. Y. 
This rule is very elastic, in fact I know of no such “Rule”. If 
we did not have such an understanding seme dealers weuld put the 
business in the same place it was in the 20s, which would again 


lead to even more Federal regulation. 


SMALL NORTH CAROLINA TOWN 


Dampening. Why. limit mark-up to 5% when they allow 10-20% 
in best effort new issues.* 


CINCINNATI, OHYO 
Everything possible to their detriment.* 


CINCINNATI, OHTO 


None. 

CINCINNATI,’ GHIO 
Bad.* 

CINCINNATI, GHIO 
Killed it.* 


CLEVELAND, OHIO 
Very detrimental effect. 


COLUMBUS, OHIO 
The lack of incentive invariably retards effort—Physical—Mental 
—Financial.* 
DAYTON, OHIO 
Probably limits the trading market.* 


SMALL OHIO TOWN 
Broker cannot afford to spend adequate time on the 5% profit.* 
SMALL OHIO TOWN 


The 5% Rule is not practical because new firms are unable to 
establish themselves, with complicated regulations and the expense 
of building new clientele, unless they may trade freely with small 
buyers of securities willing to take long risks in small corporations 
with the hope ef long possible profits. There is a great need for new 
small business enterprises and usually older firms, even as my own, 
will not venture in these risks because our clientele has grown older 
in our 25 years of business and buy only old established and sea- 
soned securities. Our cémpensation or charge to clients averages less 
1% and we disclose all commissions. No new firm could do} 
this and live initially in these days any more than it could have been 
done in the 1920-1930 era. Most of our clients laid their foundations 
in times when underwriting profits and commissions were high and 
have built substantial estates. Our firm is a great believer in lowest 
costs possible to clients. However, any reasonable mark-up or com- 
mission is justified on the basis of the service performed. In most 
successful accounts the matter of mark-up is usually a small consider- 
ation. You can not restrict enterprise and have it free any more 
than you can restrict people and have them remain free. Starve 
Americans or American enterprise and we will have an impoverished 


| people.—As always “confidential.’’* 


OKLAHOMA CITY, OKLA. 
Restricts inventory. Thereby probably limits market.* 
ALLENTOWN, PA. 
Definite limitations—to the detriment of the corporation. 


PHILADELPHIA, PA. 
Does not actually compensate for one’s initiative and research. 


PROVIDENCE, R. L. 

Only a bad effect. Of course, one can always stick to the open- 
end funds and by the looks of it a lot of dealers have been doing just 
that! And since the “Mutuals” stick to the securities of the estab- 
lished big businesses where’s the competition to come from? Who 
is gonna finance the little fellow? Wonder how much of NASD’s 
budget is provided by the mutual funds? Hmmm?—* 


*Commented anonymously. 











GREENVILLE, S. C. 


None. 

GREENVILLE, S. C. 
Bad. 

MEMPHIS, TENN. 
None. 


MEMPHIS, TENN. 


Very little, if any. It is rare in our case for this question to 
arise. It has never bothered us but seems an arbitrary and un- 
reasonable expense. It may be good for crooked or unhonorable 
dealers; it does affect very low price stock. 


DALLAS, TEXAS 
Think it has the effect of discouraging markets in them. 


DALLAS, TEXAS 
Restrictive.* 
DALLAS, TEXAS 


Highly restrictive effect. 


FORT WORTH, TEXAS 
Most restrictive.* 
FORT WORTH, TEXAS 


Puts a damper on getting them into circulation. Think mark-up 
rule should be at least 7%. 


HOUSTON, TEXAS 
Beneficent.* 
HOUSTON, TEXAS 


None of consequence. In our judgmert, the big spread between 
actual bid and asked prices, using the 5% over-asked-side mark-up, 
is the biggest factor in driving investors toward listed stocks. Any 
firm which cannot operate profitably on such a spread most of the 
time is simply in the wrong business. 


HOUSTON, TEXAS 


None. 
SMALL TEXAS TOWN 


Strangles new enterprise. 


SALT LAKE CITY, UTAH 
It has seriously curtailed their market in this area*® 


SMALL VERMONT TOWN 


Created a very narrow market and tends to prevent new issues 


from being offered. 
SMALL VIRGINIA TOWN 


Limits their marketability. 


SMALL WEST VIRGINIA TOWN 


Debatable.* 
SMALL WISCONSIN TOWN 


It hampers the market and is unjust. We are the only business 
with such limits.* 
MILWAUKEE, WIS. 
Limited and poor market for small corporations. 


SMALL WISCONSIN TOWN 


Bad. 
MADISON, WIS. 


None. 
MILWAUKEE, WIS. 


Hindered distribution.* 
MILWAUKEE, WIS. 
It works against the small corporation which our Government in 
Washington pretends to be protecting.* 
MILWAUKEE, WIS. 
Destroyed their right to capital. 


SHEBOYGAN, WIS. 


SMALL WASHINGTON TOWN 
Unfair in many cases. 
TACOMA, WASH. 


Don’t know, but believe many dealers sell the “easy securities” 
with a profit rather than spend the time and money searching for 
the best securities that the client shculd buy and would be better 
off to buy.* 


Very little. 


HOUSTON, TEXAS 
Very little.* 
DALLAS, TEXAS 
Bad effect—for the corporation stockholders and retail dealers.* 


DALLAS, TEXAS 
Retarded sale. 
CLEVELAND, OHIO 

We believe that the 5% rule hurts the market for all securities— 
but perhaps it‘is particularly detrimental to the more obscure issues, 
on which no salesman will devote time and effort without adequate 
remuneration. We were investigated once right after having signed a 
letter of protest regarding this organization.* 


OMAHA, NEB. 

None.* 

WORCESTER, MASS. 

Less marketability.* 

PORTLAND, ME. 

Strangulation. Makes it impossible to raise new capital because 
old stocks are already selling on a 10% yield basis. How are you 
going to sell “new capital” stocks yielding 6-7 or 8% when the old 
seasoned stocks are yielding 10%—both with the same “dealer 
profit.” The 5% mark-up will not cover the cost of distribution to 
the new potential investor in securities of the smaller corporations. 
Therefore strangulation of the market for the securities of the small 
corporation.* 

NEW ORLEANS, LA. 


Ushers them out of the capital markets entirely. 
SOUTH BEND, IND. 
Small dealer can’t exist.* 


*Commented anonymously. 
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Business—Factor in American and 
World Development 


(Continued from page 6) 


gests we should share with others 
are, for the most part, the fruits 
of American business. The Presi- 
dent specifically referred to our 
scientific advances and industriai 
progress and urged that we “fos- 
ter capital investment.” All of 
ihis makes clear that what is con- 
templated under Point IV of the 
Inaugural address is in large 
measure an extension to other 
parts of the world of what Ameri- 
can businessmen and their asso- 
ciates and helpers have done here 
in America. 


The Bold New Program 
The President’s program is un- 
questionably idealistic — in the 
same noble tradition as the policy 
of the Good Neighbor enunciated 


, trial progress abroad by the ap- 


plication of private capital and 
technical skills. I reviewed re- 
cently a list of development proj- 
ects now being carried on all over 


'the world by American business- 


| wood processing 


| mills 
Republic, and Haiti; the develop- | 


by Franklin Roosevelt in his first | t 
| Mexico, Uruguay and Portugal. 


Inaugural address 16 years ago. 
President Truman’s Point IV is a 
logical extension 
Neighbor policy. It is a clear 
statement by the United States 
Government that the Fair Deal for 
all cannot flourish in isolation, 
and that this country intends to 
use its scientific knowledge, its 


nomic power to help other coun- 
iries make progress against hun- 
ger, misery, 
“ancient enemies” of decent liv- 
ing. 


of the Good |! 


men. The list includes the drill- 
ing of oil wells and the building 
of refineries and pipelines in 
Venezuela, Saudi Arabia, Indo- 
nesia, Burma, and 
countries; the mining or process- 
ing of aluminum, copper, - lead, 
zinc, tin, tungsten, vanadium, and 
iron ores in Latin America and 
South Africa; lumbering 
in Newfound- 
land, British Honduras, Costa 
Rica, and the Gold Coast; the op- 
eration of sugar plantations and 
in Cuba, the Dominican 
in 


ment of hydroelectric power 


This is a thrilling panorama of | 
courage, persistence, and the use | 


of technical skills which shouid 
hearten the believer in the Amer- 


ican enterprise system. It may be | 


American business 


out 


argued that 
has poured 


i _energy to help other countries de- 
industrial techniques, and its eco- | 


and despair—the | 
‘a 


It is a program to raise the! 


coefficient of human happiness in ' 


neglected areas of the world, step 
by step, and year by year. 
To be effective, however, 


ai 


velop their resources in order to 
make a profit. Of course it was 
done to make a profit; private 
business cannot operate except at 
profit. Businessmen cannot 
maintain production and_ give 
employment unless they operate 
at a profit. The profit motive is 
the sparkplug of American busi- 
ness and the fundamental influ- 


program must be more than logi- ence behind the incredible re- 


cal in concept, or noble in pur-| sults which the United States has| will place serious discriminatory | 
It must produce results. | produced in peace and in war for | restrictions 


pose. 


in the Department of Commerce, the benefit of all mankind. 
we are approaching this as we} 


approach other questions—on 


a | 


basis of reality and common sense. | 
It is clear that the first practical | 


question which must be faced in 


dealing with this program is the | vested abroad is about $17 bil-| 
familiar ‘“where’s the money com-| lion. 
proceeding | 


ing from?” Before 
further, let us answer that ques- 
tion. 

If the “bold new program” mak- 
ing available to others our sci- 
entific advances and _ industrial 
progress is to be successful, it 
must in large part be financed and 
carried on by private business. 
Business has the incentive to do 
the job and to do it efficiently. 
It has the capital to finance large- 
seale productive industries 
abroad. Most important of all, 
it has the technical staffs already 
trained in the complicated proc- 
esses of modern industry. 

When the President suggested 
a program to achieve peace, 
plenty, and freedom for other na- 
tions, he stated that while our re- 
sources in technical knowledge 
are growing and are inexhaustible 
our material resources are lim- 
ited. Since the end of the war 
we have already poured out to 
other countries in government 
@rants and credits $25 billion, and 
additional billions remain to be 
6pent. 


Encourage Venture Capital 
Abroad 


It may be desirable to finance 
some developmental projects 
through the World Bank or 
through lending agencies of the 
United States Government. For 
the most part, however, Point IV 
of the President’s program must 
be employed to encourage Ameri- 
can businessmen and investors to 
venture their money, their time, 
effort, experience and technical 

- knowledge abroad. Not only will 
this assist other countries to de- 


velop their own resources for | 


- their own benefit, but it will give 


| 





$17 Billion of U. S. Private 
Capital Abroad 


The sum total of long-term pri- 
vate American capital now in- 


Most of this—$11.3 billion— 


is in the form of direct business | 


investments in other countries: 
that is, money invested by Ameri- 
can companies in the operation of 
foreign branches and subsidiaries. 
During the Twenties, most of the 
American capital which went 
abroad was provided by the large 


number of individual and corpo- | 


rate investors who bought foreign 
bonds. The wave of defaults on 
such bonds during the depression 
years served to dry up this source 
of investment funds. Today, vir- 
tually all American capital going 
abroad is supplied by American 
companies for their foreign oper- 
ations. In 1948, American busi- 
ness firms invested about $1.5 bil- 
lion in foreign countries; it is sig- 
nificant that approximately one- 
half of this amount represented 
the reinvestment of earnings in 
the foreign enterprises concerned. 

These investments by American 
business are highly concentrated. 
Although there are close to 3,000 
American firms with foreign 
branches and subsidiaries, about a 
score of companies account for 
three-fourths of the total outflow 
of new American capital. Oil is 
the largest single industry in 
which direct business investments 
are being made by American cor- 
porations, accounting for about 
four-fifths of the total in recent 
periods. 

What must be done to maintain 
and substantially increase the in- 
vestment and the activities of 
American citizens in other parts 
of the world? 


The Foreign Trade Imbalance 


The First World War jarred the 
foundations of the European econ- 


American business new oportuni- omy, but it did not change funda- 
ties for growth and will go a long | mentally the ways in which na-| popular, and perhaps understand- 


way to help solve the present dis- | tions did business. The world-wide | 
depression of the Thirties and the | 


Jocation in world trade. 


| 
| 


Businessmen without any prod- | Second World War shattered the 
ding from government have al- | foundations and weakened the old 


ready to their credit an impres- 


“tructure of international trade. In 


sive record of furthering indus-| the late Nineteenth and the early 


many other | 


and | 


its money and) 


Twentieth Centuries businessmen 
car1ied on trade with other coun- 
tries with but little concern for 
the currencies in which they were 
paid. The monies of all countries 
had certain market values, and 
could be exchanged for other 
monies or for gold. When a busi- 
nessman invested a million dol- 
lars in France, for instance, he 
knew that his earnings could be 
converted into dollars even 
though the business inside France 
would be carried on in terms of 
francs. If he decided to sell his 
holdings, he would receive his 
principal in dollars. 

Today, nearly all countries 
value the American dollar as 
|highly as they value gold. Be- 
cause of trade imbalances, most 
nations are obliged to 
their dollar reserves and will not 
|'permit the free withdrawal of 
dollars from their jurisdiction. 
Some American companies, un- 
|able to withdraw their earnings 
'in dollars, have been forced to 
build up huge reserves in local 
currencies, far in excess of their 
needs. 

The fear ot inconvertibility is 
|not the only worry of American 
| businessmen considering the in- 
| vestment of funds abroad. They 
_fear also that other nations may 
| decide to take possession of their 
| plants and equipment after they 
'have been installed. Such “ex- 
|propriation” has occurred in the 


| past and may occur again in the! 


'future. In addition, they are 
lafraid that foreign governments 
on their right to 
| manage their business affairs. 


| The most cursory examination | 


of the problem indicates the dif- 
ficulties which confront us. They 


'are not insuperable; they are real. | 


Requirements of “Point IV” 
If the President’s suggestion is 


| accomplished. First, we must ob- 


| ss e 
tain the freely given consent and | 
cooperation of the countries to be | 


affected. We will not force our 
money, our techniques, or our 
‘ideas upon other countries against 
‘their will. It is not enough, how- 
ever, to persuade other countries 
'to tolerate American investors and 
American technicians. Our effort 
should be to create a state of 
mind—or, as it has sometimes been 
described, a “climate’’—where the 
advent of American businessmen 
and their dollars is eagerly de- 
sired. How can we produce this 
result? 


The United States Government 
can try, through diplomatic chan- 
nels, to negotiate formal agree- 
ments with other nations cover- 
ing the right of American inves- 
tors to convert their foreign earn- 
ings into dollars, and their right 


compensation if their property is 
requisitioned. In our effort to 
establish a favorable climate, 
must be made clear that we seek 


America or 


wish protection from the ordinary 
risks of the market place; nor do 


! with others. We are, however, 
entitled to ask for them whatever 


business firms 
countries operating in the United 
States. 

At the same time, we must 
) recognize the strong nationalistic 
‘feelings which’ characterize 
| much of the present-day world. 
There is in some countries a 





able, distrust of foreign capital 
and motives. We should be will- 
ing to give ample assurance that 
the 
will not be accompanied by inter- 
ference with national policies or 


protect | 


to be fruitful, two things must be | 


to receive prompt and adequate 


it | 
no extra-territorial authority for | 


American business. | 
Nor do American businessmen | 


rights we give reciprocally to the | 
of these other | 


inflow of American capital | 


by American domination of their 
economies: 

These questions have been the 
subject of negotiation with other 
countries for some time as part of 
our long-standing policy of work- 
ing out treaties of “commerce, 
friendship, and navigation.” What 
is needed is a new look at the 
problem in terms of a vigorous 
new program for world develop- 
ment. If these other countries 
recognize the contribution which 
American capital and skill can 
supply, and we recognize the 
fears, hesitations, and problems 
on the other side, I am confident 
that a common ground can be 
found. 


What Has Been Done Already 


Furthermore, the American 
_businessman himself can _  con- 
tribute substantially to the solu- 
tion of this problem. Some of 
them have already done so. In 
Central America the United Fruit 
Company has changed tangled 
and unproductive jungles into 
highly productive 
land. To convert swamps _ into 
plantations it has moved more dirt 
than was moved in excavating for 
the Panama Canal. In the areas 


where it operates, this company | 


has reduced the death rate from 
malaria from twenty per thousand 
to less than one per thousand. 


Many new communities, equipped | 


with hospitals, schools, churches, 
and playgrounds, have been built. 
| The most striking evidence of this 
company’s effort to improve the 


general welfare of the region is | 
the Pan) 


the establishment of 
'American School of Agriculture 
/in Honduras. This school, which 


'$4 million to date, is dedicated to 
improving agricultural 

all over Central America. 
ising young men are educated 
free of charge by the company— 
with only one 
After graduation, they are not 
permitted to work for the com- 
pany. Their education is to be 


i 
| 


used for raising the general wel- | 


|fare of the people in Central 
America. Incidentally, the curric- 
ulum does not include a course 
in banana culture. 

In Venezuela, the American oil 
companies that have developed the 
fabulously rich deposits in 


ting with the people of Vene- 
zuela. Roads, schools, churches, 
hospitals and playgrounds have 
been built by the oil companies. 
Royalties to the Venezuelan Gov- 
ernment from the production of 
| oil have financed many public im- 
| provements and have enabled the 
government to put national finances 
on a sound basis. The American 
| oil companies have trained thous- 
‘ands of Venezuelans in the com- 
_plicated processes of oil produc- 
‘tion and distribution. Ninety-five 
| percent of employees of one firm 
|are Venezuelans. 


Across the Atlantic, in Liberia 
—a republic founded in West 
Africa by liberated American 
i'slaves — the Firestone Rubber 
Company is carrying on a fasci- 
nating experiment in the _ eco- 
|/nomic development of the coun- 
try. In the late Twenties. this 
company decided that Liberia 
| was an ideal place in which to ex- 


periment with the growing of | 


) /natural rubber. We all know now | 
we ask any preferential treatment | 


for our businessmen as contrasted | 


what vital dividends these ex- 
periments paid during the war 
| when Liberia was one of the few 
/sources of natural rubber avail- 
able to us. The company was 
interested in more, however, than 
the development of a plentiful 
supply of rubber. When this ven- 
ture was launched, Harvey Fire- 
tone said, “‘We are interested in 
any undertaking for the better- 
ment of Liberian life. Sanitation, 
education, and medical assistance 
have a prominent place in our 
program, because we understand 


that the future of the country and | 


/of our own enterprise depends 
upon the education, heaith, and 
general welfare of the Liberian 
people.” This statement might 


agricultural | 


has cost the company more than | 
methods | 
Prom- | 


string attached. | 


the | 
Lake Maracaibo district have fol- | 
lowed a similar policy of coopera- | 


well serve as a keynote for the 
new era of American business 
statesmanship in the conduct of 
our foreign investments. 

A number of American compa- 
nies have worked out partnership 
arrangements with the countries 
in which they operate, permit- 
ting local governments or local 
private investors to share in the 
ownership of the enterprise. 


A Voluntary Movement 


The second great preliminary 
to the accomplishment of the 
President’s program is that 
American businessmen must want 
to go into these other countries. 
|The government cannot compel 
them to go, just as it cannot com- 
pel other countries to welcome 
them. It can, however, make the 
prospect attractive: or, at least, it 
can try. 

Various programs of insurance 
and guarantees have been sug- 
gested in which the government 
would either take the initiative or 
play a part. I shall not under- 
take to discuss either of these 
matters at length. One example of 
the effort along this line is the 
fund set aside by the ECA to 
guarantee the convertibility of 
new American investments in the 
| participating countries, at a cost 
of 1% a year for the amount guar. 
anteed and to run for 14 years. 

In the first year this insurance 
'was scarcely used. Why not? 
| There may be several reasons, but 
one is evident—the guarantee did 
/not cover the earnings in addition 
to the original investment. In the 
new law an effort has been made 
to remedy this situation. Perhaps 
it will provide an added incentive. 

The entire problem of govern- 
|ment guarantees is as complex as 
it is important. Even among busi- 
nessmen, opinion as to the right 
| solution is divided. Some are op- 
posed to the principle of govern- 
ment guarantees; others feel that 
without such guarantees it is 
futile to expect any substantial 
additional movement of American 
techniques or capital to other 
|countries. It seems probable that 
some kind of guarantee will be 
worked out, but the precise form 
| it will take is not easy to predict. 
The guarantee obviously should 
cover more than the dollar con- 
vertibility of the original capital 
investment. Also, experience has 
indicated that some guarantee 
| against the risks of expropriation 
|or war damage is desirable. In 
any discussion of this subject, we 
experience great difficulty in 
finding the right answers to the 
basic questions that inevitably 
arise, 

For example, if we guarantee a 
new business investment. should 
we not also guarantee the Ameri- 
can investor who already has- his 
money in the other country’? If 
we guarantee the old investor, 
what do we guarantee? Ji he has 
for many years had a profitable 
investment and a large return on 
his capital, shou'’d that not pe 
taken into consideration in con- 
nection with the matter of guar- 
antees. Would a country inclined 
to expropriation be more likely 
to take over property which is not 
guaranteed than property which 
is backed by a United States 
|Government guarantee? 





Role of the Government 


The American businessman is 
|more likely to want to go into 
'these other countries and risk 
|his capital if he feels that his 
|government is standing back of 
him. Practically every other gov- 
ernment in the world undertakes 
ito help its businessmen promote 
ltrade in other countries. The 
American businessman many 
times has had to fight the compe- 
tition of shrewd and experienced 
‘traders from all over the world, 
while our government exhibited 
a magnificent indifference as to 
his success or his fate. 

What can the government do to 
show its interest and to give its 
help? It can, for one thing, seek 
out promising investment opnpor- 
tunities through engineering and 
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economic surveys conducted in 
cooperation with the countries 
involved. 

Of course, American business 
firms with large holdings abroad 
currently make such surveys on 
their own account. In the case of 
some underindustrialized 
tries, American engineers, hired 
by the governments themselves 
are at work drafting plans for 
major development projects for 
which American capital will be 
sought. Some American firms 
are conducting surveys for par- 
ficular projects abroad without 
charge. For instance, the Inter- 
national General Electric Com- 
pany has undertaken an extensive 
engineering survey of hydroelec- 
tric power in Siam for the Gov- 


ernment of Siam, no fees being. 


charged for this survey. It is clear, 
of course, that a new power plant 
in Siam will broaden the market 
for all types of electrical goods, 
including those manufactured by 
this company. 


What is needed is to link the 


coun- | 


activities already under way into | 


a systematic program for discov- 


ering developmental potentialities. | 


A striking exemple of successful 
operation in this field was the 
joint survey of the development 


needs of Brazil conducted by a} 
Joint Brazil-United States Tech- | 


nical Mission during 
year. More recently, 
provided funds for an exhaustive 
engineering and economic survey 
of British Central Africa. 


the past | 
the ECA | 


The State of Trade and Industry 


(Continued from page 5) 


ago. Collections, it was noted, were generally less prompt than in 
the corresponding week in 1948. 


STEEL OPERATIONS SCHEDULED AT NEW 1949 LOW 
THIS WEEK 


Unnecessarily high freight costs to steel users in a period of 
heavy demand or drastically curtailed steel] output in some steel 
centers when demand falls off are certainties unless the freight 
absorption dilemma is settled quickly. The Supreme Court decision 
this week upholding a lower court’s approval of the Federal Trade 
Commissions ban on the basing point system—even if carried on 
in absence of alleged collusion—makes scme kind of relief action an 
industrial must, states “The Iron Age,” national metalworking weekly. 


Efforts to belittle the high court’s decision because it was a 
4-4 tie are beside the point. So, too, is the phantom consolation 
that the court was ruling on a basing point system and not on freight 
absorption. The lower court, in the rigid conduit case was well 
aware of the formulas used. in arriving at a delivered price—and 
freight absorption was involved in the case. The decision is doubly 
serious, the trade authority declares, pecause the case went to the 
Supreme Court on that part of the lower court’s ruling involving, 
not collusion, but action by an individual company. 

It seems clear this week that absorption of freight by a steel 
company or any other firm by a systematic methcd could subject 
that firm or firms to FTC action. The only remedies that could 
eliminate this chaotic condition from American industry are clear- 
cut action by Congress legalizing freight absorption; a rehearing 
of the case by the Supreme Court and a drastic change in the think- 
ing of some Federal Trade Commissioners on freight absorption 
methods of selling. 

Until some constructive action is taken by Congress, the Supreme 
Court or by the FTC, “The Iron Age” adds, no large steel firm wil 
deviate from an f.o.b. mill pricing system—even if it means cutting 
output. The decision this week has been a severe blow to the steel 
industry. Its effect will be far more serious than appears on the 





| surface. 


The government can serve as a| 


general stimulant to business in- 
terest in the whole field of for- 
eign investment and equip pros- 
pective investors with 


reliable | 


technical intelligence as a basis | 


for their plans and decisions. It 
ean provide a central clearing 


house for all information of use| 


to the businessman interested in 
investing funds in a foreign coun- 
try. 


Function of Department of 
Commerce 


The Department of Commerce, 
through which already passes a 
wide range of information of in- 
terest to businessmen, is prepar- 


ing to do exactly that thing. We| 


shall endeavor, so far as we can, 
to make every effort to imple- 


ment the Point IV program by | 
giving our help and assistance to | 


American businessmen who are 
willing to try to carry it out. 


We shali endeavor to centralize | 


the mass of valuable technical in- 
formation which the businessman 


needs when he becomes interested | 
The cost | 
of financing, the risks involved, | 

| 2.4% 
Jems peculiar to the region, po- | 


in foreign investments. 
the political and economic prob- 


tential markets for the goods to 
be produced, and a wide variety 
of other data will be available in 
the Department, if we are given 
appropriations for this purpose. 
The difficulties are great, but 
not insurmountable; the problems 


are complicated, but not insoluble, | 
Neither the problems nor the dif- | 


ficulties compare with those which 
faced the early settlers whose 
landing at this spot we celebrate 
today. We would be foolish to 
ignore the difficulties; we would 
be cowardly to let them defeat us. 
The worid has changed greatly in 
350 years. Our problems change, 
but as in all the centuries gone 
by good judgment, courage and 
ingenuity are still the deciding 
elements in any forward program. 
We shall undertake to utilize 
them in this one. 


Courts Adds to Staff 


(Special to THe FINnanciaL CHRONICLE) 

ROME, GA.—John W. Williams 
has been added to the staff of 
Courts & Co., 4 East Second Ave- 
nue. 


Carlyle Detjen to Open 

BROOKLYN, N. Y.—Carlyle L. 
Detjen will engage in a securities 
business from offices at 284 Ster- 
ling Place. Mr. Detjen was for- 
merly with the Wholesale Depart- 
ment of Fitzgerald & Co., Inc. 





It may be found that the Supreme Court ruling applies to 
almost any product sold by a zening or basing point system where de- 
livered prices ure the same—at least that was the opinion this week 
of some lawyers versed in Federal laws. 

With steel demand starting to slide off in some areas mills there 
have had to go tar afield to sell some of their steel. Where steei 
is tight consumers have been willing to pay freight from distant 
mills. Now it is not necessary for some steel users to go out of 
their backyard. The steel firm which cannot seil all of its products in 
| distant markets and, at home, has not enough orders to keep its 

furnaces going at full tilt, will have to cut back cperations. That 
| is the outleeck for some big steel firms in the near future. Smaller 
plants are facing this situation now, this trade authority notes. 

The long and steep drop in scrap prices ended temporarily this 
' week. “The Iron Age” steel scrap composite advanced 17 cents a 
gross ton, but increases were not widespread. Heavy melting steel 
at Chicago advanced an average of $1.59 a gross ton but declined 
$1.00 a ton at Pittsburgh. There was a note oi hesitancy on the 
cewnside but no sharp upward trend was expected. 


The American Iron and Steel Institute announced this week 
that the operating rate of steel companies having 94% of the 
steel-making capacity of the industry will be 97.5% of capacity 
for the week beginning April 25, 1949, as against 98.4% in the 
preceding week, or a decline of 0.9%. 

This week’s operating rate is equivalent to 1,797,400 tons of 
steel ingots and castings for the entire industry, compared to 


and 1,560,900 tons, or 86.8% of the old capacity one year ago and 
1,281,210 tons for the average week in 1940, highest prewar year. 


| 1,814,000 tons a week ago, 1,839,800 tons, or 99.8% a month ago, 
| 


CARLOADINGS RISE 1.1% IN LATEST WEEK BUT ARE 
UNDER LIKE WEEK OF 1948 

Loadings of revenue freight for the week ended April 16, 1949, 
totaled 765,890 cars, according to the Association of American Rail- 
roads. This was an increase of 8,106 cars, or 1.1% above the pre- 
ceding week. It represented a decrease, however, of 18,721 cars, or 
2.4% below the corresponding week in 1948 and a decrease of 99,954 
cars or 11.5% below the similar period in 1947. 


ELECTRIC QUTPUT CONTINUES TO RECEDE FOR 12th 
CONSECUTIVE WEEK 

The amcunt of electrical energy distributed by the electric light 
and vower industry for the week ended April 23, was estimated at 
5,325,513,00C kwh., accerding to the Edison Electric Institute. This 
represented a decrease of 17,218,000 kwh. below output in the pre- 
ceding week, 298,233,000 kwh. or 5.9% higher than the figure re- 
ported for the week ended April 24, 1948 and 657,516,000 kwh. in 
excess of the output reported for the corresponding period two years 
ago. 


AUTO OUTPUT AT HIGHEST LEVEL SINCE 1937 

Production of cars and trucks in the United States and Canada 
for the past week attained the highest peak since 1937 with an 
estimated 134.598 units, compared to 131,821 (revised) units in the 
week preceding according to ‘““Ward’s Automotive Reports.” 

The most impertant factor in the gain this week was Gen- 
eral Motors, with almost all divisions on overtime schedules, 
Ward's stated. Studebaker and Kaiser-Frazer also recerded in- 
creases from last week. 

Output in the similar pericd a year ago was 107,093 units and 
for the like week of 1941, 108,165 units. 

Last week’s output consisted of 104,370 cars and 24,695 trucks 
built in the United States and 3,705 cars and 1,825 trucks in Cunada. 


BUSINESS FAILURES TURN SLIGHTLY UPWARD 
Commercial and industrial failures rose to 198 in the week 
ended April 21 from 184, Dun & Bradstreet, Inc., reports. Casualties 





exceeded the 100 and 68 which occurred in the comparable weeks 





| advanced by 2% from the same period last year. 
week an increase of 5% (revised) was registered above the similar 


of 1948 and 1947 respectively. They were considerably below the 
prewar total of 316 in the corresponding week of 1939. 


Manufacturing failures rose to 64 from 44 a week ago, the highest 
total for manufacturing in more than six years. Retail casualties 
dipped to 83 from 90 but remained more than twice as numerous 
as a year ago. 


FOOD PRICE MOVEMENTS IRREGULARLY LOWER FOR WEEK 


With foed price movements still irregular, the Dun & Bradstreet 
wholesale food price index registered a further drop of 2 cents last 
week to stand at $5.68 on April 19, only slightly above the year’s 
low of $5.66 recorded on Feb. 8. The current figure represents a 
decline of 17.1% from $6.85 on the corresponding date a year ago. 


COMMODITY PRICE INDEX DOWNTREND ACCELERATED 
THE PAST WEEK 


The cecline in the general price level was somewhat accelerated 
in the past week, reflecting further weakness in nonferrous metals 
and steel scrap. The Dun & Bradstreet daily wholesale commodity 
price index dropped to 249.32 on April 18, a new low tor over two 
years. The index closed at 249.40 on April 19, as compared with 
252.97 on April 12, and with 286.80 on the corresponding date a 
year ago. 

Grain markets were unsettled and prices continued to move 
irregularly during the past week. The May wheat contracts showed 
independent strength, reflecting a tight position in that contract. 
Trading in cash wheat was light with prices nominally steady. 


Mill demand was only moderate. The movement of wheat 
from the country remained small with only a few cars being 
offered in the spot market. 


Corn prices on the Chicago Board of Trade held within relatively 
narrow limits but averaged slightly nigher for the week. Industrial 
demand was fairly good but shipping demand particularly from the 
East was slow. 


Except for sizable sales around mid-week for European account, 
the export flour market was quiet. Domestic flour trading remained 
on a limited basis with bakers showing little inclination to cover 
beyond immediate needs. Reflecting increased competition from 
vegetable oil shortenings, domestic demand for lard remained slow 
with prices at one time dropping to the lowest level since Novem- 
ber, 1941. 


Hog prices in the Chicago market were quoted below the 
$20-level for the first time since OPA controls were removed 
in October, 1946. 


Fed lamb prices which had risen to new record highs, also re- 
ceded sharply as shippers flooded the market in an effort to sell at 
the prevailing high prices. 

Spot cotton prices averaged somewhat higher in the past week. 
Prices in the futures market were also stronger, aided by active 
short covering in the May position. 

Export sales of cotton were in moderate volume. Some mills 
showed increased interest in forward commitments, but. mills .gen- 
erally continued a hand-te-mouth buying policy. Reported sales in 
the ten spot markets were 115,500 bales in the latest week, against 
104,800 bales the previous week, and 127.600 a year ago. 


RETAIL AND WHOLESALE TRADE VOLUME IN LATEST 
WEEK BOLSTERED BY EASTER PURCHASES 


As many shoppers completed their Easter purchases, retail dollar 
volume rose mcderately in the period ended on Wednesday of last 
week and was slightly above the level of the corresponding week 
a year ago, Dun & Bradstreet, Inc., reports in its current summary 
of trade. Reduced-price sales of seasonal merchandise were prevalent 
in.many sections. The demand for holiday specialities rose seasonally. 


In the first three days of the pericd ended on Wednesday of 
last week, retail apparel volume was very high. Total apparel 
volume for the week was approximately even with that of the 
preceding week. 

In the three pre-Easter shopping davs, the demand for millinery, 
blouses, handbags, shoes and gloves was very large. The interest 
in rayon dresses and short-length coats was substantial. Men’s shirts, 
ties and hats were popular but the the number of requests for suits 
and topcoats was noticeably less than in the pre-Easter period of 
i948. There was considerable interest in children’s wear. 

With the ending of Lent, housewives increased their food pur- 
chases the past week. There was a traditional increase in the demand 
for hams, but it was not up to early expectations. Poultry and beef 
sold well. The supplies of fresh fruit and vegetables rose noticeably 
in many sections with interest in frozen foods moderate. As usual 
at this season, there was a sizable rise in the interest in candy and 
fancy baked goods. 

Many consumers concentrated on holiday items; the demand for 
turniture and houseware remained moderate. Among the most popu- 
Jar home furnishings were occasionai pieces, bedding and lamps. 

Retail volume for the country in the period ended on Wednesday 
of last week was estimated to be from 2 to 6% above that of a year 
ago. 

There was no appreciable change in the dollar volume of whoie- 
sale orders last week. It was, however, slightly above that of the 
comparable week a year ago. The number of buyers attending many 
wholesale markets rose moderately, but it was somewhat below the 
number in the corresponding week a year ago. 

Department store sales on a country-wide basis, as taken from 
ihe Federal Reserve Board’s index for the week ended April 16, 1949, 
increased by 7% from the like period of last year and registered no 
change from the preceding week. For the four weeks ended April 
16, 1949, sales increased by 1% and for the year to date declined 3%. 


Retail trade here in New York in the post-Easter week 
displayed a sharp reaction with estimated department store sales 
recording a drop of 10% under a year ago. 


According to the Federal Reserve Board’s index, department 
store sales in New York City for the weekly period to April 16, 1949, 
In the preceding 


week of 1948. For the four weeks ended April 16, 1949, a decrease 
of 1% was reported below that of last year and for the year to date 
volume decreased by 5%. 
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Tomorrow’s 
Markets 
Walter Whyte 
Says — 

By WALTER WHYTE 


Market break puts stocks 
on the verge. Further down- 
side penetration will indicate 
new bear market. Firm resis- 
tance will point to resumption 
of advance. 


Last week it looked like the 
market would break out of its 
long trough in an upward di- 
rection. Well, the breakout 
came, but the direction was 
down — a condition this col- 
umn missed completely. 











a 





Yet, despite the reversal in 
direction, the major picture 
hasn’t changed. The market 
still points to higher prices, 
though the recent reaction 
takes some of the zing out of 
the timing. 

In practically all cases 
where a move of some sort is 
indicated, and throws enough 
signals to become apparent to 
a majority, the chances are 
the move is either postponed 
indefinitely, or is preceded by 
a temporary move in the op- 
posite direction. Last week’s 
column was bullish, but while 
it was taking this position it 
was aware that being bullish 
was also the majority opinion. 
This should have been re- 
garded as a cautionary signal. 


All this, however, is so 
much water over the dam. It 
isn’t the past we should be 
concerned with; it is the fu- 
ture. 


% 7 


At the low point last week 
the Dow industrials went to 
172.64, while the low point for 
the rails was 46.38. Of the 
two groups the rails were the 
more sensitive to the tide of 
market action. The figures to 
watch now are 171.10 in the 
industrials and 46.34 in the 
rails. If the averages break 
through these lows in a posi- 
tive manner (closing at least 
a full point under them) there 
will be some sort of a rally. 
But such a rally will be short 
lived and will probably be 





Pacific Coast 
Securities 


Orders Executed on 
Pacific Coast Exchanges 


Schwabacher & Co. 


Members 
New York Stock Exchange 
New York Curb Exchange (Associate) 
San Francisco Stock Exchange 
Chicago Board of Trade 
14 Wall Street New York 5, N. Y. 
Cortlandt 7-4150 Teletype NY 1-928 
Private Wires to Principal Offices 
San Francisco—Santa Barbara 
Monterey—Oakland—Sacramento 
Fresno—Santa Rosa 














followed by another full 
| blown reaction. 

j % % is 

The shrewd trader is aware 
‘these figures are there for 
‘everybody to see and may 
even start buying at these low 
points in the belief that any 
threatened break-through will 
not occur. I favor such buying | 
because it means action con- 
trary to public belief and, be- 


cause it is close to a low point, 
istops can be placed fairly 


close to the original purchase 
levels. 


In any reactionary period 
the negative stocks are the 
ones to watch. Right now) 
these are the coppers and mo- 
tors. Companies in both in- 
dustries have recently been. 


hit by unpleasant news. The) 


first has seen a decline in the 
prices for its products. The 
second is finding buying re- 
sistance increasing each day. 
Still, should the stocks in 
these groups firm up, the en- 
tire market can change its 
complexion. 
You now hold three stocks. 
These are: Bristol Myers at 
31, stop 29; Cooper Bessemer 
at 28, stop 27; and Dresser at 
2142, stop 18. Comparing 
their action with the rest of 
the market, I don’t consider 
these stocks as acting badly. 
In fact they act better than 
the market. Their stops, how- 
ever, are approximately 
equivalent to the February 
lows in the Dow averages 
(171.10). Should the latter 
break, the stops in the above 
named issues will also be 
penetrated. In the meantime, 
however, hold all positions. 


More next Thursday. 
—Walter Whyte 


[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 
Chronicle, They are presented as 
those of the author only.] 


Herbert W. Bartling Is 
With Buckley Brothers 


(Special to THe FINANCIAL CHRONICLE) 
LOS ANGELES, CALIF.—Her- 
bert W. Bartling has become as- 
sociated with Buckley Bros., 530 
West Sixth Street. Mr. Bartling 
2, formerly head of Bartling 
Oo. 


Cecil L. Slocum With 
Cruttenden in Omaha 


(Special to THe FrINaNcIAL CHRONICLE) 

OMAHA, NEB.—Cecil W. Slo- 
cum has become associated with 
'Cruttenden & Co., 204 So. Seven- 
|teenth Street. Mr. Slocum was 
formerly Vice-President and Sec- 
retary of Burns, Potter & Co., Inc. 
with which he had been associated 
for many years. 


Conover Director 
CHICAGO, ILL. — Hubert S. 
Conover, Vice-President of F. S. 
Yantis & Co., Inc., has been elected 
a director of Portis Style Indus- 
tries, Inc., Chicago. 


With Stone & Webster 
Securities Corp. 


(Special to THe FrnaNncrAL CHRONICLE) 
BOSTON, MASS. — Wallace D. 
Dexter is now connected with 





Stone & Webster Securities Corp.. 
49 Federal Street. 


‘ 


What ECA Has Accomplished 


(Continued from page 8) Remember this. That money, 
moved for world conquest up to that extra income, is all going 
now through her fifth columns. back to the capital formation. One 
You know how amazingly success- of the principles we laid down in 
ful she has been in Bulgaria, in| ECA, and which we consider just, 
Hungary, in Roumania, in Poland,! was that no country to which we 
and in China. It is a fifth column are giving money should expect 


activity upon which she relied for to attain a standard of living above | 


carrying out her plan for world|that prevailing in 1938 as long as 
conquest. The success she has had|the American taxpayer was foot- 
is amazing when you consider the | ing the recovery bills. 
fact that the Russian system in| That means that consumption of 
Russia has done so little for her| g90ds has remained at or about 
people. When the Communists|the 1947 levels; but production 
took over in 1919, the people were| goods—the kind that go to build 
hungry, the country was in a very 4 plant—have gone to Europe from 
unhappy state. Today the people Europe, to the extent of $30 billion 
of Russia are still underfed and _|j;,, 1948; with us supplying only a 
the country is still in a sad state. small part of it. I want to tell you 
And yet they have been amazingly | that it makes you feel very hum- 
successful in their fifth column) ple when you go to some of these 
activities. 'countries and find out how tight 
I think that one of the reasons'their belts are, and how much 
why we don’t have to fear aggres-| they are doing without, in order 
sion in the form of a world war to put what they produce back 
on the part of Russia is that she into their capital plants. 
has been successful with her fifth As an example, consider Nor- 
columns, and it is a low risk, a way, a country where the stand- 
low-cost method. The risks of 4 ard of living is even more austere 
third World War are understand- | than in Great Britain. where they 
able and the risks of a fifth col-| had 40% of their capital assets 
umn, as I said, are almost nil and | gestroyed by war and half their 
the cost is low. shipping gone. The Norwegians 
Let me take you back for a mo- have just gritted their teeth. They 
ment to early 1947. It looked as|have had a minimum diet. They 
though nothing could stop the! are willing to stand by and see 
march oi the Kremlin in Europe.| what they produced put back into 
Greece, Italy, France. were all|the plant. No American (who eats 
scheduled to fall in the Russian} regularly) can come away with 
program. I can’t prove that they| other than humility. 


would have fallen, but it was on| : 
| Why Mere Aid Is Needed 


the schedule. 
As of today, the march of the| _The question is often asked us: 


fifth columns has been stopped : nas 
cold in western Europe and the| Such unexpected size, is it neces- 
tide has been turned back. The/Sary to keep on sending dollars 
amazing thing is it has been turned | t0 Europe? 
back by a program that was not| The mathematical calculation of 
designed in any way, shape, or| how many dollars a country needs 
manner to be an instrumentality | if it is to continue to exist and re- 
for fighting a cold war against); COver 1s avery simple one. I would 
Russia. I refer, of course, to the| like, if I may, to explain it to you. 
Marshall] Plan. When General | : 
Marshall, in his now famous speech| Matics are concerned. In the case 
at Harvard, introduced hig con-| Of any country—Great Britain, for 
cept, he said: “Our policy is di-|example—you simply take the im- 
rected not against any country or| ports that country must have in 
doctrine but against hunger, des- | order to live, to get raw materials 
peration, poverty, and chaos.” So) with which to produce and certain 
here is the instrumentality that) eavipment with which to rebuild 
was designed to fight against hun-| its plants. Then take the schedule 
ger, desperation, poverty, and| Of exports—what they can export 
chaos in these countries and it-has!—-and do the same thing. Deter- 
stayed on that beam. But as a re-| Mine first of all the imports that 
sult of staying on that beam, it| they can get from soft-currency 
has proved to be the one effective areas. That leaves you the imports 
way of fighting the spread of Rus-| they must get from hard-currency 
sian Communism or Russian to-| areas. Then take the exports and 
talitarianism. 'divide them similarly. Then you 
It seems to me that is a really; value the imports they must get 
interesting fact, that this has come | from the hard-currency areas and 
as an indirect benefit of the orig-| you value the exports they can 
inal Marshall program... . I| make to the hard-currency areas. 
heard this years ago—that those|The difference is this mysterious 


who seek happiness directly never | thing called “dollar deficit.” That 
is all there is to the calculating. 


find it; that happiness is always a | ; 

by-product. Here we are, finding | But when you go behind that 
ourselves in the position where we | calculation, you really find your- 
have had to fight a cold war be-| self involved in some rather im- 
cause Russia declared it against|ponderables. For example, the 


‘the Marshall Plan and has been| first thing we have been asked is: 


“throwing the book” at us ever|/(1) Are any of these imports 
since we started our operations.|scheduled, imports of goods that 
But we have never “thrown the|are not really warranted? 
book” at her. We have fired no| they go along without them? (2) 
guns, but we have tried in all| Can they be produced within the 
these countries we are helping to|country or can some substitute 
bring about conditions under|be found which can be produced 
which men can live in decency! within the country? (3) Can they 
and dignity. And by sticking on|come from any _ soft-currency 


that beam and doing that job—/areas? If they can, they should.| 


with the Europeans doing most of | You will agree to that. Everyone 
it — you have seen Communism | here and every business organiza- 
stopped and Russia stopped in her/| tion and every labor organization 


‘Why, if this recovery has been of 


It is simple as far as the mathe-| 


Can | 


tracks. 


Western Europe’s Progress 
I am not going to bore you with 


any figures as to what has hap-| 
pened. Just two— industrial pro-'| 


duction is up 14% in 1948 over 


' 1947; agricultural production is up | 


25%. The most impressive figure 
of all is the still greater over-all 
figure on national income. From 
what facts are presently available, 
it looks as though the national in- 
come, which was at $100 billion in 
1947, reached almost $125 billion 
in 1948. 


and every farm organization will 
| agree—except as it applies to the 
| particular commodities it repre- 
sents. That I still find, even though 
it is admitted that unless the cost | 
of this program is going to be ex-| 
cessive we must demand that Eu-| 
rope make the fullest possible use | 
of her own resources. It is the only | 
principle under which we can! 
operate and keep this cost down! 
to a point where the American | 
taxpayer can afford it. That is the 
way we are operating unless Con-| 
gress directs us otherwise. As an) 





Administrator, you should alwaysahead, 


|'wouldn’t have had a chance. 


|insist the goods needed for Eu- 
ropean recovery, if possible, be 
produced in Europe or paid for in 
| soft currencies. 


| Problem of Exports to Hard 
Currency Countries 
That is simple, compared with 
determining whether they are ex- 
| porting all they can to the hard- 
currency areas. That gets you to 
question No. 1. Are they really 
{evoting to export all they should 
| and exporting all they should? 
| Are they giving too much of their 
capital goods to their home coun- 
i'try? Couldn’t they export more? 
| Then we have to ask the more 
subtle questions. Are their manu- 
facturing costs as low as they 
|should be? Unless they are, they 
|can’t possibly get the most out of 
\this. Behind every American 
| worker we have six and seven 
| horsepower; Great Britain has 
| three; the Continent of Europe, 
.two. Until there is something com- 
| parable on their part in the use of 
energy, they can’t hope to compete 
| with us. 
However, they have offsetting 
advantages and we have found 
that many things can be done, and 
| quickly, that don’t involve dealing 
with basic problems. For example, 
coming in to see me tomorrow isa 
group of 36 electrical engineers 
who run the power plants of Eu- 
rope. That is, the power plants are’ 
run under their direction. They 
;are coming over here because, 
\speaking generally. the down-time 
|'in Europe during peak hours is 
| 15% and our down-time in Amer- 
ica is 2%. In the case of Great 
| Britain if they can cut the down- 
time from 15% to 5%, which we 
'think they can do, it will be equiv- 
alent to the construction of $220 
| million worth of new electrical 


| plants. 


| Exchange of Technical Knowledge 
This foundry team I spoke about 
| —I heard from a number of man- 
agers that our people learned as 
|much from them as they learned 
from us. They have been in the 
foundries a long time. So this ex- 
change of technical know-how, 
going on at an increasing pace, 
promises to give us a great import 
as well as a great export. 

We have to get into questions 
such as this: What about the fiscal 
policy of the Government? And 
you have to go from that to trade 
policy. Trade barriers that sepa- 
rate the European nations must be 
broken down. 

This job, which we undertook a_ 
year and which seemed relatively 
simple, seemingly a question of 
just deciding whether or not the 
dollars we sent over to Europe 
were spent for the right things, 
turned out to be an entirely dif- 
ferent kind of job. We learned, to’ 
our sadness, that you literally can- 
not pass an intelligent judgment 
on how you spend one recovery 
dollar in any given country unless 
you have a profound and pene-- 
trating knowledge of the economy 
'of that country and unless, in ad- 
idition to that you have a recovery 
program before you for a given 
period which you can evaluate. 

So, as quickly as we could, we 
have had to develop knowledge 
of that kind and we couldn't have 
done it if we hadn't had our own 
country missions, our Paris head- 
quarters, and an extremely com- 
petent group in the whole OEEC 
—that is, the Organization for Eu- 
ropean Economic Cooperation. If 
we hadn’t had all of them, we 
I 
wouldn’t have had a chance to 
come before you and say to you 
that F think on the whole our in- 
vestments in European recovery 
have been wisely made, have been 
considered well and intelligently 
and competently. and have proved 
to be fairly wise investments. 





Currency Convertibility 
During the vear which is just 
1949-1950, the European 
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faced with these 
basic problems. We are aot going 
to have the volume of intra-Eu- 
ropean trade we should have until 
there is free convertibility of cur- 
rency as between countries. This 
is the year fiscal stability must be 
achieved in most of these coun- 
tries. This is the year to break 
down the trade barriers. This is 
the year they are going to do it. 
There is every evidence that they 
know what the problems are— 
that came out of the OEEC report. 
There is every evidence of will- 
ingness on their part to go ahead 
with this program. 

I have been impressed again 
with the fact that it is a collateral 
value that has come out of this 
ECA operation which may be the 
greatest value of all. Under the 
law, we were told to see that the 
European nations made good on 
their pledge of mutual aid. They 
promised that freely, so we had 
every right to see that they lived 
up to that pledge, and Congress 
clearly told us that was our task 
and our job. I think if you talked 
to the head of any State we serve 
he would tell you that “interven- 
tion” of the kind that we have in- 
dulged in is welcome. They have 
found it pays big dividends. 

Sir Stafford Cripps told me that, 
for the first time in 500 years, the 
European nations are meeting to- 
gether, laying all the facts of their 


countries are 





Progress of European Recovery 


(Continued from page 7) 


American tourists in Europe also 


provided an important net source} products—manufactures of steel, 


of dollars. 

The war has changed this situa- 
tion. Income from investments 
has been greatly reduced since the 
European countries have liqui- 
dated a considerable part of their 
long-term dollar assets. A large 
part of their shipping was de- 
stroyed. They have not been able 
to obtain as much from triangular 
trade as they did formerly. To 
this extent they may have to re- 
orient their trade so as to sell 
more goods directly to Western 
Hemisphere countries. The United 
States provides the largest poten- 
tial single market for many types 
of goods which Europe can pro- 
duce. 

Of course, a nation’s pattern of 
production and export cannot be 
changed over night. Plants may 
have to be constructed or modi- 
fied as to product, location and 
other factors. Workers may need 
to be trained and perhaps re- 
located. The necessary mechanics 
of trade. banking and finance in- 
cident to an expansion of exports 
must be devised to accompany 
increased sales effort. It is clear 
that Europe will have to increase 
further its exports if it is to majn- 
tain desirable levels of production 
and standards of living without 
dependence upon special aid from 
the outside. 


Needs of Balanced International 
Payments 

A stable world in which the 

free enterprise system can operate 

successfully requires balance In 

international payments. This does 

not mean that exports must equal 


imports exactly because, as I have) 


just mentioned, there are many 
other factors entering into the bal- 
ance of payments, such as_ship- 
ping services, tourist expenditures, 
and, most important, capital 
movements. 
these other factors varies from 
country to country. 
in American tourists going abroad 


will help the situation, particu- | 


larly for countries like the United 
Kingdom, Italy and France. _Im- 
provement in the shipping situa- 


tion will be important for Nor-| 


the United Kingdom and 


way, é 

other nations with large merchant 

fleets. : 
For most countries, the basic 


problem is the matter of exports. 
Tt cannot be over-emovhasized. 


America has in the past imported 








‘abroad. At the present time, how- 


| but to most other countries. 


'liance on private capital invest- 


'stress the importance of balanced 
The importance of | 


An increase | 


problems on the table, and trying 
to find a common solution to the 
problem of making European econ- 
omy self-supporting. A 500-year 
trend has been changed. The Eu-| 
ropean nations have learned some- 
thing that our 13 States—later our 
48 States — learned a long time 
ago. That is, cooperation between 
States pays off. A total is more 
than the sum of the _ separate 
States. That we learned, and that 
they learned. 


Out of that unity in Europe— 
provided we become a part of that 
community of nations and remain 
a part—that unity, that develop- 
ing sensitivity, lies our best hope 
for peace. I think this work ECA 
is doing to help the Europeans: to 
help themselves, to help the fight 
against hunger, desperation, and 
chaos, also is building a sense. of 
unity. The ERP countries have the 
advantage, materially. They have} 
more people than Russia — more 
people, more steel, more iron. 
They certainly have more ingenu- 
ity. 

To me it is plain that if we stick 
together and work together there 
won’t be a third World War. I as- 
sure you that as far as ECA is con- 
cerned we are staying on the beam 
and we hope to be able to prove 
to America, as the months go by, 
that peace is our business and that 
we have carried out our pledge 
well. 


thousands of specialized European 


textiles, machinery and equipment 
of various sorts. We have im- 
ported French perfumes and 
French wines; Italian silks and 
olive oil; and luxuries and special- 
ties of many types. To some ex- 
tent the European countries will 
be able to balance their accounts 
with the United States by increas- 
ing their exports to us of the type 
of goods which we have generally 
imported. They must also find 
markets in this country for many 
additional products. 

Few of the European countries 
can supply the basic raw materials 
which we need, but they do have 
an opportunity to provide us with 
many types of specialized finished 
goods which they can produce | 
more cheaply than we can be- | 
cause of their relatively lower 
rates of wages, So, too, we, on 
the other hand, can produce more 
cheaply many commodities which 
require a great deal of capital, 
raw materials or the special types 
of managerial and technical skill 
which we have, 





Increase in U. S. Foreign 
Investment 
A second way in which the Eu- 
ropean countries can balance their 
payments is by an increase in 
American capital investment 


ever, American capital is reluctant 
to go abroad—not only to Europe, 
The 
reasons behind this reluctance are 
evident. 

To the extent, however, that the 
European Recovery Program is 
successful, the special risks in- 
volved in European investment 
will be reduced. 

While a return to normal re- 


ments abroad is essential, we must 


international trade. This means, 
as I have said earlier, that we in 
this country must try to take more 
imports from the European coun- 
tries. In part this is our problem. 

Our program of reducing trade 
barriers and trying to assure 
equitable treatment of foreign 
trade through the International 
Trade Organization and our 
agreements on tariffs and trade 
are part of our contribution to 
the solution ofthe problem. On 
their part, the Europeans must 
make greater effort to produce 
goods and offer to sell them in 





competitive prices. 
this may require an adjustment of 
their exchange rates. 


on different occasions. 


'of which were accepted, but for) 


Western Hemisphere markets at | 
In some cases | 


In the course of the last year, I 
have appeared several times be- 
fore Congressional committees to | 
discuss this problem. 


Expansion 


Agricultural Prices, Plant 


like to restate what I have told! below the current level. 


the Senate and House committees | 
An adjust- | 
ment of exchange rates in each | 
instance is a matter requiring a\| 
difficult decision. For example, | 
it May bring about repercussions | 
on the internal economy of the | 
country making the change, It is | 
also very difficult to determine 
what is the proper exchange rate | 
—that is, to calculate what the. 
effects of a given exchange ad-| 
justment might be. But the fact | 
remains that if the European | 
countries are to balance their | 
payments with the United States | 
and other Western Hemisphere | 
countries, some of them may have | 
to adjust their exchange rates be- | 
fore 1952. 

The exchange rates prevailing | 
today were, for the most part, | 
adopted during and after the war, | 
and were accepted by the Inter- | 
national Monetary Fund in 1946. | 
Since these rates were adopted | 
there have been important changes | 
in the world situation and in the | 
economic life of almost all of the 
countries in the European Recov- 
ery Program. The progress in 
production and shifts in price 
levels which have occurred over 
the last three years would indicate 
that the European payments po- 
sition should be studied and that 


this study should include careful | 


consideration of the relationship 
between existing exchange rates 
and the progress which must still 
be made in arriving at interna- 
tional balance. 

As we look back over the last 
year, we can see that progress 
has been made, Excepting Ger- 
many, practically all of the Euro- 
pean countries participating in the 
program have exceeded their 1938 
production levels. The prospect 
of widespread starvation no 
longer exists. 
there is a high level of employ- 
ment. Consumption standards are 
still below prewar, but we may 
expect that by 1952, with favor- 


'able conditions, the desired levels 


will be reached. The problem still 
is one of inability, under existing 
conditions, for the European coun- 


' tries to earn enough dollars to pay 


for their imports from this coun- 
try and the rest of the Western 
Hemisphere. 

This is the problem on which 
we must concentrate for the next 
two years. We are hopeful that 
the proper solutions can be found. 
It will take effort on their part as 
well as on ours. When this prob- 
lem approaches a solution, there 
will be greater assurance of po- 
litical and economice stability 
abroad which is, of course, our 
objective. 

It is our expectation that bar- 
ring some great international ca- 
tastrophe, reasonable stability will 
be attained in Europe by 1952. 
From then on, we can deal with 
international economic problems 
in terms of the more normal pat- 
terns of price, trade and private 
investment by which our own 
country has reached its present 
economic levels. 

As you know, the ECA program 
was long and earnestly considered, 
both in Congressional committee 
and by the Congress as a whole. 
You will recall that although de- 
bate on the bill was protracted, | 
there was at no time any major | 
disagreement with respect to the} 
merits of the program. Numerous 
amendments were offered, 


some | 
the most part those amendments | 
were concerned with details of the | 
program and methods of adminis- | 
tering it. The bipartisan nature | 
of the support which the program 
received is ample testimony of, 
this country’s united determina- | 
tion to make every effort toward 
world economice stability. 


‘power of farm cash 


In most countries | 





Large Decline in Business Capital 
Expenditures 


An agricultural program aimed 

sustaining the purchasing 
\ income is 
being evolved now on the basis 
of existing laws and Secretary 
Brannan’s proposal. Equal con- 
cern should be given to guard 
against a letdown in business cap- 
ital expenditures, A recent sur- 
vey made by the McGraw-Hill 
Company clearly shows the need 
for such concern, It reports a 
decline of 5% for 1949 and addi- 
tional curtailment cumulating to 
40% below 1948 in the next five 
years. Businessmen should give 
this prospect of a 40% decline in 
business capital expenditures 
vastly more attention than some 
of them have given in full-page 
advertisements to non-existent 
plans for socializing steel and 
other industries. 


The McGraw-Hill Survey was 
publicized as indicating that 
American business executives 
mean to spend a great deal during 
the next five years. What is addi- 
tionally significant, however, is 
the fact that a curtailment in cap- 
ital expenditures is being planned 
even on the assumption of favor- 
able economic and political con- 
ditions. But all past experience 
points to the fact that favorable 
economic and political conditions 
do not accompany a 40% decline 
in business investment. What we 
get instead is a decline in employ- 
ment and lack of job opportunities 
for the new persons of working 
age who annually enter the labor 
force, 


at 


Our Growing Economy 


If one may judge from the re- 
cent experience with one of our 
basic industries, it would appear 
that some business executives 
need a statistical lesson in the 
upward dynamics of the American 
economy. Two years ago govern- 
ment economists were ridiculed in 
the press and on the radio for 
pointing out that for full employ- 
ment in 1949-50 we would need 
about 100,000,000 tons of steel; 
that is, for full employment with- 
out inflation and with normal in- 
dustrial efficiency per man-hour. 
Now spokesmen for the steel in- 
dustry point with pride, proclaim- 
ing that the industry is currently 
producing at an annual rate of 
nearly 100,000,000 tons. But it is 
still necessary to state, and to 
hope that industrialists will ac- 
cept these basic facts as guides to 
the future: 

(1) Given ample capacity, raw 
materials and purchasing power, 
our national economy normally 
rises at an annual rate of 34%% 
per year, and doubles its total 
output of goods and services every 
20 years. 

(2) On this basis, our produc- 
tion in 1948 was 10 to 12% short— 
a shortage amounting to about 
$25 to $30 billion of gross national 
product. 

(3) This additional production 
could have been had, if there had 
been no shortages of steel and 
other raw materials. 


(4) Part of our shortage prob- 
lem in 1947-48 traces back to the 
prolonged unemployment of the 
1930s. The capacity records for 
steel and electric power are silent 
monuments to what depression 
can do to halt industrial growth 
in capacity. By 1940, unemploy- 
ment had held steel capacity down 
to 10% below normal. Even with 


| the expansion in steel financed by 


the government for war purposes 
and the expansion of the past two 


|years, the industry has not yet 


brought its capacity in line with 


and Economic Outlook 


(Continued from page 11) 
I would) ing farm income from dropping 


the historical trend and the 
growth of population since 1940. 

(5) The simple fact is that we 
need 100,000,000 tons of steel to- 
day on a normal full employment 
basis. Operating at the usual 85 
to 90% of capacity instead of the 
abnormal rate of 100%, this would 
mean increasing total capacity to 
about 110,000,000 to 115,000,000 
tons, or four to five times the 
3,000,000-ton figure scheduled for 
the next five years (according to 
the McGraw-Hill Survey as well 
as current promises by steel in- 
dustry spokesmen). 


(6) In relation to normal pros- 
perity requirements we have 
shortages today in steel capacity, 
in power, in fertilizer, and in 
other basic materials. If fear of 
an impending depression, or an 
underestimation of the growing 
requirements of an expanding 
economy again check plant expan- 
sion, shortages will be even 
greater in the 1950s. 

The economic statistician, his- 
torian or analyst of today is be- 
ginning to see the magnificent 
upward trend in our industrial 
potentialities and prospects 
(which some could not see in the 
1930s). It is up to the industrial- 
ists to stop looking back at the 
depths of the 1930s and to help 
lay the basis for the inevitable 
growth in the standard of living 
for our growing population and 
for our responsibilties to help in 
the economic growth of our for- 
eign neighbors. Stable, expand- 
ing and adequate farm income 
and stable, expanding and ade- 
quate industrial capacity are two 
of the basic requirements in this 
objective. ; 


World Bank Sells Last 
Dutch Shipping Notes 


The International Bank for 
Reconstruction and Development 
announced on April 27 the sale of 
$1,500,000 214% Guaranteed Se- 
rial Mortgage Notes of the four 
Dutch shipping companies. to 
which the bank lent $12,000,000 
last year. Purchaser of the 
notes, guaranteed by the Interna- 
tional Bank as well as by the 
Kingdom of the Netherlands, was 
the Dollar Savings Bank of the 
City of New York, which had 
previously. bought $2,000,000 of 
the serial notes. 

With this sale, the International 
Bank announced that the entire 
issue of the Dutch shipping notes 
had been sold. 

The purchaser paid par and ac- 
crued interest for the notes which 
mature—$300,000 July 15, 1957, 
$600,000 Jan. 15, 1958, and $600,- 
000 July 15, 1958. 


Hall With Sutro & Co. 

BEVERLY HILLS, CALIF.— 
Lowell L. Hall has become asso- 
ciated with Sutro & Co., 275 
North Canon Drive. Mr. Hall, who 
has been in the investment busi- 
ness for many years, was former- 
ly with Merrill, Lynch, Pierce, 
Fenner & Beane. 


George O. Craig With 
Thomson & McKinnon 


(Special to THe FINaNcIAL CHRONICLE) 

ORLANDO, FLA. — George O. 
Craig has become associated with 
Thomson & McKinnon, 68-70 East 
Central Avenue. He was formerly 
local Manager for A. M. Kidder & 
Co. 


With Merrill Lynch Co. 

(Special to THe FrINnaNctAL CHRONICLE) 

LOS ANGELES, CALIF.— 
George H. Gleason is now with 
Merrill Lynch, Pierce, Fenner & 

















Beane, 523 West Sixth Street. 
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Indications of Current Business Activity 


The following statistical tabulations cover production and other figures for the latest week or month available (dates 
shown in first column are either for the week or month ended on that date, or, in cases of quotations, are as of that date) : 


AMERICAN IRON AND STEEL INSTITUTE: 
Indicated steel operations ‘percent of capacity) 
Equivalent to 
Gteel ingots and castings (net tons) 
AMERICAN PETROLEUM INSTITUTE: 
Crude oil output—daily average (bbls. of 42 gallons 
Crude runs to stills—daily average ‘bbls.) . Api 


Gasoline output (bbis.) ~~~ - = — _Apr 


Kerosene output (bbis.) " wes ; : _Apr 
Gas oil and distillate fuel oil output ‘bbls. Ap: 
Residual fuel oil output ‘bbis.) _- Apr 
Gtocks at refineries, at bulk termin als, in transit and in pipe lines — 
Finished and unfinished gasoline ‘bbls.) at i Apr 


Kerosene i‘bbis.) at- sabia ; Apr. 
(bbis.) at---- j ‘oid ines 


Residual fuel oil (bbls.) at--..--------- ; . “See 


Gas oil and distillate fuel oil 


ASSOCIATION OF AMERICAN RAILROADS: 


Revenue freight loaded (number of cars) " Sater aaathsiatenet te igtteders Apr 
Revenue freight received from connections 


CIVIL ENG'NEERING CONSTRUCTION — ENGINEERING NEWS- 
RECORD: 

Total U. S. construction - 

Private construction __----- 


Public ccnstruction - 


| ee 


(number of cars) “a . 


16 
16 
16 
16 
16 
16 


16 
16 
16 
16 


16 
16 


Fe to ae -Apr. 2 
Apr. < 
_Apr. 2 


State and municipal__- Lee cisistin Ast MS a 


Federal 


COAL OUTPUT (U. 8S. BUREAU OF MINES): 
Bituminous coal and lignite (tons) 
Pennsylvania anthracite (tons). 

Og |, ee eee 


@EPARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS- 
TEM—1935-39 AVERAGE=100 ; a 


@DISON ELECTRIC INSTITUTE: 
Riestrie catees titi O00 EWR.) 1.22 Sinn nnn nnn nee 
@ALLURES (COMMERCIAL AND INDUSTRIAL)—DUN & BRAD- 
STREET, INC. 


@RON AGE COMPOSITE PRICES: 
’ 


Finished stee] (per lb.) _.°------ 
Pig iron (per gross ton)-__.---~~- ow sd 
Gran wee epee ‘eress tom) ..-<.5-~~=--i.--....---...--.....-- 


@£ETAL PRICES (E. & M. J. QUOTATIONS): 

Electrolytic copper— 
EE Ee On oe a Ce a 
pore retinery at -........-..--- 

@traits tin (New York) at___- 

ead (New York) at______--_- 

Lead (St. Louis) 

Zinc (East St. Louis) 


@OODY’S BOND PRICES DAILY AVERAGES: 


UW. S. Government Bonds__-_-_---- 
Average corporate_______-__ 


Baa 

Railroad Group_______-_-___- 
Public Utilities Group-_-__- . 
Bndustrials Group..___...._.. 


@400DY’S BOND YIELD DAILY AVERAGES: 


U. S. Government Bonds_-_-_- -_ 
Average cornorate_.___-___-~- 


mensead  Group__ ; aces Ae = pe 
Public Utilities Group ELS POT ae EN Oo oe eee OTT ™ 
EE PPE LO SE RE Ae ee ne 


fo Aes a 


as SO” SI cas dn aes ae ight pal dp inane ante ewaptnew mana Apr. 26 


@®@ATLIONAL FERTILIZER ASSOCIATION—WHOLESALE COMMOD- 

ITY INDEX BY GROUPS—1935-39—100: 

Foods 
OS Se a Se SST. ae ST eee 

a t erccrncales ice Gaping wdednwvemcin on bets : 
tt SURREY EE CE 8 Se ates ee ~ aes a a Es 
i is ah em tegmbuareenleheccaianenapanenie aiid 
EEE EE ee ee ee See e ae 

ec aR lear ae es e 

Miscellaneous commodities ___- AY 

RR cca a a ee a Pe eee pee 


i eeetisipilben dslindiien Rianne neg anoabeapes thease Apr. 2 


SE EES A IE SE EAE LA NI a aE Apr. 


Gueemiteals. and drugs...................- ws ahd ls elistn lth disci Attn ised hs dads 
8 as dil een enn sang gS Sheet pandas 
EG ETS PERS Ee ee Rae Caan Pe eee 
a i laa cnt misasthmnubesenaranan isan amuse ate ante aah 

i enictintnres an naps pineadhi nike isch even canoe 


WATIONAL FAPERBOARD ASSOCIATION: 
I cl asec these nal evn cian adaalimad 
IES ES SLE EE OEY Se 
ELS ARS Ts FR Se winll 
i il lel mae ee od eae 


@IL, PAINT AND DRUG REPORTER PRICE INDEX — 1926-36 
I, lB ice rniatecnin tenants tila cick dnence a eovesacecien eaten cocina A 







*Revised figure. 
basis of reporting in California. 


19 


YIncludes 332.000 barrels of foreian crude runs. 
Principal changes exclude crack ng stock from distillate and residual fuel oils. 


Latest 
Week 


97.5 


1,797,400 


4,911,600 
5,143,000 
16,219,000 

2,065,000 

5,983,000 

8,282,000 


49, 169, ,000 
59,788,000 


765,890 
25,074 


$107,322,000 
50,393,000 
53,924,000 
51,125,000 
5,799,000 


11,450,000 
824,000 
137,200 


5,225,513 


198 


3.74887c 
$46.59 
$22.75 


101.65 
113.12 
119.00 
117.20 
112.19 
105.00 
108.16 
114.08 
117.20 


tonrmwwwrmonwry 


156.9 
171.1 
163.4 
148.4 
139.3 
131.5 
171.5 
196.5 
130.7 


163.2 
203.6 
224.1 
186.9 


Previous 
Week 
98.4 


1,814,000 


4,916,050 
5,067,000 
17,176,000 
2,040,600 
6,410,000 
7,954,000 


127,522,000 
17,878,000 
48,920,000 
58,510,000 


757,784 
606,908 


.193, 000 


436, 000 
2 75,000 


*11,280,000 
962.000 
*151,400 


5,342,7 


22.950c 
23.175c 
103.000c 
15.000c 
14.800c 
15.000¢ 


157.6 
171.1 
164.2 
149.4 
140.2 
132.5 

73.5 
196.5 
131.0 


165.4 
206.1 
227.3 
180.9 


Month 
Ago 
99.8 


1,839,800 


5,145,400 
5,335,000 
7,470,000 
2,169,000 
,775,000 
411,000 


27,310,000 
8,226,000" 

,099,000 

59,824,000 


$180,930,000 


65,307,000 
115,623,000 
57,621,000 
58,002,000 


2,955,000 
189,000 
43,000 


5,403,806 


23.200c 
23.425c 
103.000c 
18.000c 
17.800c 
17.500c 


NmWWWNN Wh 


369.6 


151,534 
166,999 
81 


170.8 


2 


141. 
134. 
175. 
199. 


131. 


160.7 
211.4 
223.6 
181.8 


Year 
Ago 


£7.091,000 
$8,755,000 


§110,833,000 
$12,015,900 
§33,985,000 
$49,110,000 


$136,743,000 


71,656,000 
65.087,000 
55,751,000 

9,336,000 


3.28244c 
$40.11 
$40.33 


21.200c 
21.600c 
94.000c 
17.500c 
17.300c 
12.000c 


ah Wo W bo to to 


RAIN OH UD W 


DO BO ~1G1 ~1 00 3 


ORONO EARUR 


n 
toW & WU 
U1 bh RWEDHAOMRHOWS 


SHOWA =1 


160,524 
186.438 


100 
403,008 


146.5 


SNot comparable with other periods which are on new 


56.6 | 


.560,900 | 





BUILDING CONSTRUCTION PERMIT VALUA- 
TION IN URBAN AREAS OF THE U. S. 
—U. 8S. DEPT. OF LABOR Month of 
February (three 000's omitted): 

All building construction 
New residential 
New nonresidential 
Additions, alterations, et 


COTTON SEED AND COTTON SEED PROD- 
UCTS—DEPT. OF COMMERCE— 
Mcnth of January 

Received at mills (tons) 
Crushed (tons) 
Stocks (tons) Jan. 31 
Crude Oil— 
Stocks (pounds) Jan 
Produced (pounds) 
Shipped (pounds) 
Refined Oil— 
Stocks (pounds) Jan. 
Produced (pounds) 
Consumption (pounds) 
Cake and Meal 
Stocks (tons) Jan. 31 
Produced (tons) 
Shipped (tons) 
Hulls 
Stocks (tons) Jan. 31 
Produced (tons) 
Shipped (tons) 
Linters—running baies 
Stocks Jan, 31 
Produced 
Shipped ' 
Hull Fiber (1,000-lb. bales) 
Stocks Jan. 31 
Produced 
Shipped .- 
Motes, grabbots, etc. 
Stocks Jan. 31 
Produced 
Shipped 


COTTON SPINNING (DEPT. OF COMMERCE) 
Spinning spindles in place on Mar. 31 
Spinning spindles active on Mar. 31 a 
Active spindle hours (000’s omitted), March 
Active spindle hours per spindle in place, Mar. 


DEPARTMENT STORE SALES—SECOND FED- 
ERAL RESERVE DISTRICT, FEDERAL 
RESERVE BANK OF N._ Y¥.— 1935-39 
AVERAGE — 100—Month of March: 

Sales (average monthly), unadjusted 
Sales (average daily), unadjusted_ 

Sales (average daily), seasonally adjusted 
Stocks, unadjusted as of March 31 
Stocks seasonally adjusted as of March 31 


FAIRCHILD PUBLICATIONS RETAIL PRICE 
INDEX—1935-39 100 (COPYRIGHTED) 
AS OF APRIL 1: 

Composite index 
Piece goods _ 
Men’s apparel 
Women’s apparel! 
Infants’ and children’s wear 
Home furnishings 
Piece goods— 
Rayons and silks 
Woolens 
Cotton wash goods 
Domestics 
Sheets 
Blankets and comfortables 
Women’s apparel 
Hosiery 
Aprons and housedresses 
Corsets and brassieres 
Furs 
Underwear 
Shoes _ 
Men's apparel— 
Hosiery 
Underwear 
Shirts and neckwear_ 
Hats and caps 
Clothing, including 
Shoes - 
Infants’ and children’s wear— 
ee 
Underwear 
Shoes 
Furniture i 
Floor coverings ____ ‘ ‘ 
I ate ae on ic ‘ pat ies ; A 
Luggage __ . 2s 
Electrical household _ appliances. és 
ae ane : ‘ 7 


LLUFE INSURANCE PURCHASES — INSTITUTE 
OF LIFE INSURANCE — Month of March 
(000’s omitted )— 

Ordinary —_____ 
Industrial 


(1,000-lb. bales) 


overalls 


Total 


NEW YORK STOCK EXCHANGE—As of Mar. 31 
(000’s omitted): 

Member firms carrying margin accounts— 
Total of customers’ net debit balances 
Credit extended to. customers_ ; 
Cash on hand and in banks in U. s._ 
Total of customers’ free credit balances 

Market value of listed shares 

Market value of listed bonds_____ 

Steck price index, 12-31-24——100 

Member borrowings on U. S. Govt. issues 

Member borrowings on other collateral. 


SELECTED INCOME TERMS OF U. S. CLASS I 
RYS. (Interstate Commerce Commissien) 
—Month of January: 
Net railway operating income 
Other income —__ 
Total income —__-_ 
Miscellaneous deducti ons from income 
Income available for fixed charges 
Income after fixed $c eeaNE ae 
Other deductions __._____ eae I 
Net income _____ 
Depreciation (way & ‘structures & equip.) Paps 
Amortization of defense TES «eA Reape 
Po EN a eee ees ae 
Dividend appropriations: 
ae a a i ee 
OE eee 
Ratio of income to fixed charges______ 4 


*Revised figure. 


Latest 


Month 


56.949.000 
‘278.000 


100,297 
272,678 
253,896 


No © 


Hw-) 
* W-l 


~ 


a oa i) 
UIr@ i~ 
© +10 


i aed eel 
re WO ibe © 
oemul 


eee he 
wo-+1O kO 


DWIhloW Ue 
ro) 


he 

A ie we 1D 
QSSASROM 
NN URE Oh OUI 


eh be 
Who u 


R) 
»WOo 


~ 
- 


$1,327,000 
= 


Previous 
Month 


*$409,729 
7,389 
1,911 
60,429 


+” 


°17 


601,520 
670,218 
2,066,814 


157,722,000 
211,964,000 
196,231,000 


168,081,000 
182,062,000 
117,056,000 


81,515 
300,891 
298,157 


80,378 
156,054 
150,503 


190,971 
204,354 
192,945 


771 
1,761 
1,817 


10,419 
3,645 
1,822 


23,741,000 
20,758,000 
8,425,000 
355 


bo 0 & hv bo me 16 


$1,143,000 
375,000 
193,000 


212,176 
522,197 
1,115,984 


121,742,000 
193,998,000 
158,870,000 


152,706,000 
140,848,000 
126,686,006 


71,207 
241,668 
244,496 


oh) 


‘a, 533 
116,476 
115,594 


204,250 
165,622 
150,230 


23,763,000 
21,708,000 
11,005,000 

492 


$1,243,000 
409,000 
236,000 








$2,224, 000 


$550.366 
64,339 
325,969 
550,781 
67,517,768 
132,064,687 
72.0% 
$177,836 
218,505 


$33,244,479 
18,296,255 
51,540,734 
3,623,935 
47,916,799 
15,087.607 
3,203,638 
11,883,969 
32,667,270 
1,380,527 
18,752,995 


6,401,595 
4,667,659 
1.46 


$1,711,000 


526,649 
57,529 
349,532 
565,359 

65 324,673 
131,863,412 
69.9 7 
$111,722 
201,486 


$64,661,934 
38,696,341 
103,358,275 
5,919,013 
97,439,262 
63,421,821 
13.531 ,824 


$1,888,000 


$549,973 
61,664 
375,741 
591,930 
7,756,696 
134,166,852 
75.5% 
$68,502 
203,814 


$41,297,149 


19,405,916 
60,703,065 

3,845,208 
56,857,857 
22,581,382 

3,239,214 
19,342,168 
30,112,091 

1,368,598 
23,863,324 


3,158,609 
2,325,748 
1.66 


ares Mies ow mM UStlClUD 


Pe a ae oe, a) a ee ee ee 


MmOt 4 ene wee mee 
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“When Would You Seek Equity Capital?’’ 


(Continued from page 13) 


gering financial soundness. 


The utilities have a continuing | 


and constant need for new capital. 
Mr. Wendell Willkie, when he was 
President of the Commonwealth 


'of our economy as a whole are| make a profit on the securities 


can be undertaken without endan- | S¢!@0m served by such short-term; they buy in my company. They 
considerations. Significantly, these | always feel better and they also 


| 


| 


same officials will often say that| make better patrons if they should | 


they woulda like a greater amount 
of equity if it didn’t cost so much 
to get it. 


& Southern Corp., explained that| pe preblem of Equity Financing 


need in his characteristically vivid 
manner some years ago. Let me 
read from his testimony before the 


| 


Committee on Interstate and For- | 


eign Commerce during the hear- 
ings on the Holding Company 
legislation: 


“. .. There is no business in the 


world that requires money, such | 


as the utility business .. . suppos- 
ing yOu and I are going to organ- 
ize an automobile factory and we 
say that $10,000,000 is the capital 
that we are going to put into that 
business. Now, there is no neces- 
sity, as long as we want to confine 
ourselves to that particular or- 
ganization to ever raise a dime 
more than the $10,000,000 capital; 
but in the utility business, every 
morning that a utility man gets 
up, he knows that before the day 
is over he is going to have to make 
some capital expenditure. I do 
not mean operating expenses. He 
has got to put some more money 
in his plant. Some fellow calls 
up the service department and 
says, ‘I want a connection.’ 

“And, of course, under the law 
they have to make that extension. 

“Here is a new factory that 
starts up—here is an old factory 
that starts up—every day, every 


This, to me, is the heart of the 
problem of equity financing. 

If any of you have tried to sell 
a used car during the past few 
weeks, you learned that it was 
mighty difficult to find anyone who 
had as fancy an idea of its value 
as you. 


conceived notion 





You perhaps had a pre-| 
of about what! 


| you could get for it, but no one| 
| would agree with you. The same! 
is true with most of one’s posses- | 


| your stock. 


} 
} 


| 


} 
| 
| 
| 
} 


| 
| 


} 


sions, and certainly it is true of 
Management rarely 
feels that the market adequately 
reflects the 
theiy fine company’s securities. 
Being natural optimists about 
their particuiar business anda 
thoroughly imbued with the su- 
periority of their company over 
all others, they are discouraged 
when the outside world takes a 
colder view of things. 


inherent worth of | 





It has been my experience that | 


an officer of any company is sel- 


_dom the best person to give you 


a 


| peak of the market, it is giving | 
| something 


hour almost, of every utility in) 


the country, they need more capi- 
tal; whether it be good times or 
bad times or indifferent times.” 


Concern Over Financing Through 
Debt 

We at the Commission have a 
mounting concern over the tend- 
ency for utilities to finance the 
current expansion program 
through debt, and we are dis- 
mayed at the deterioration in 
structures which has taken place 
in some companies which have 
left our jurisdiction. We are also 
opposed to the use of financing 


techniques which tend to obscure | 


the real nature of the transaction 
and give a false appearance to 
what is taking place. I am refer- 
ring particularly to the lease-back 
device, recently grown so popular 
in the commercial! field, which has 


appeared in several utility financ- | early summer of 1946 many com-| 


ing projects. The lease-back in 
utilities is designed to increase in- 
debtedness while avoiding the ap- 
pearance of doing so. Any ap- 
praisal of its effect should look 
beyond the form to its overall ef- 
fect on the capital structure of 
the consolidated operation. 

The lease-back is an illustration 
of the lengths some companies 


fair comparative appraisal oi 
his security as against the rest of 
the market. Consequently, man- 
agement usually feels that unless 
it sells common stock at the very 


away —or, in other 
woras, that selling stock costs too 
much. Certainly this is the feeling 
of most existing stockholders, 





who would much prefer increasing | 


their 
ownership with newcomers. 


At the Commission 
watched company after company 
wrangle with this problem. I 
know that the answer does not 
come easily. The pressure on 
management from existing stock- 
holders very very great, 
not infrequently quite vocal where 
there is some concentration of 
ownership. The usual reaction is 
to say, “Well, let’s put it off a 
while and see.” I think this pro- 
crastination, and it is nothing 
more, is a serious mistake. It is 
based on a single premise of very 


iS 


| that tomorrow things will be bet- 


ter. All through the spring and 


| panies tried to play the boom by 


will go to avoid facing today’s | 


common stock market. 
nancing of a utility construction 
program should provide for peri- 
odic common stock sales and for 
maintaining the debt-equity bal- 
ance right along. Overindulgence 
in debt and neglect of equity 
means that as the program pro- 
gresses the pressure to sell stock 
gets more intense, until finally the 


Sound fi-| 


| such 


time comes when stock must be) 
sold regardless of the state of the, 


market. It is far wiser not to ex- 


haust one’s credit and to leave! 


some flexibility for the final 
stages of the program. There is 
no poorer time to sell common 
stock than when you have to; 
there is no better time than when 
you can. 

I cannot agree with those per- 
sons who take a short-term view 


that the best way to raise money | 


is the cheapest way at the par- 
ticular moment. The tax 
and prevailing low interest rates 
lead these persons to the conclu- 
sion that the optimum in financ- 
ing is a capital structure with a 


very great amount of debt. But 
the iong-range interests of the 


_ 


company, its security holders, and 
REOBR ait 


laws | 


putting olf their stock sale “a lit- 
tle longer.” 


we have| 


and | 





| 


Then came the Sep- | 


tember break and the train pulled | 


out. 


We hear the same thing in| 


different forms today: “‘Let’s wait | 


until our new higher dividend 
rate is more firmly established’’; 


or “Let’s wait until next year 
when hydro conditions will be 
better”; and last fall everyone 


wanted to wait until after elec- 
tions! 

Management is a trustee of fi- 
nancial affairs as well as of busi- 
ness operations. I believe it a 
mistake to think in terms only of 
selling new stock at the extreme 
high dollar. Experience shows 
that when management thinks in 
terms and fails to satisfy 
that condition, tor some reason or 
other the stock never does get 
sold. Management owes it to se- 
curity holders to bring in new 
equity capital on a fair basis, 
rather than seek an unreasonably 
advantageous basis. 





| 
| 
| 


|}and painstakingly nurtured year | 
|after year. And, as with individ-| 


|ual’s 


ry | who 
doubtful validity—on the premise | 


happen to live in our community.” 
Smart management wants its se- 
curities to please the holders. If 
you need capital—sell equity 
when you can sell it. Waiting for 
that iast fractional point fre- 
quently means not getting it at 
all, or sometimes getting it under 
price conditions which in the 
long run can be detrimental to the 
company’s overall financing pic- 
ture. 


Where the Investment Banker 
Comes In 

Now here is where the invest- 
ment banker comes in. 
vestment fraternity bears a joint 
responsibility with management 
in such financial matters. We tend 
to overlook the fact that the in- 
vestment industry does more than 
merely distribute and conduct a 
market in the securities of cor- 
porations. Investment bankers 
are also the consellors and ad- 
visors to business on {financial 
matters. In that capacity they in- 
fluence not only the timing of 
new security issues but also the 
type of security which will be 
issued and, in some measure, the 
offering price. 

Management, 


particularly in 


the case of smaller industrial cor- | 
the | 


porations, relies heavily on 
investment banker’s_ intimate 
knowledge of the market in for- 


'mulating immediate financial pol- | 


icy. Unfortunately, management 


has not been accustomed to seek | 
more | 


banking advise on _ those 
general aspects of financial policy 


leverage to sharing their | which in the long run will deter- 


mine market receptivity to a 
particular corporation's securities. 
In my own experience I have}! 


known scores of corporation pres- 
idents, successful operators of big 


businesses, who are babes in arms) 


when it comes to financing. Every 
broker knows what few corpora- 
iion presidents seem to realize— 
that the best market for a new se- 


curity issue lies with persons al-| 


ready owning some of the stock— 
provided they have had a satis- 
factory experience with it. But 
it is next to impossible to seil 
stock a second time to someone 
watched his previous pur- 


chase decline because it was over- | 


priced at issuance. 


the securities already outstand- 
ing are well thought of. 

Those engaged in the sale and 
distribution of securities are, in a 
sense, at the mercy of manage- 
ment for quality—and quality will 
count, in the end, 
the business in which one may be. 
Market quality, like an individ- 
credit, is not established 
overnight. It must be carefully 


uals, market standing depends not 


|merely upon earning ability, but | 
|also upon consistency of perform- | 


| 


ance; the treatment of existing se- 
curity holders: how others fared 
who purchased the stock in the 
past; upon whether, in comparison 
with alternative investments avail- 


‘able, this security will yield a fair 


Years ago, || 


had a friend who at the time was | 
selling me merchandise and oc- | 


casionally in a convivial and em- 
phatic moment, when he felt I was 


pressing too hard, he would shake | 


his fist in my face and say, “Al- 
ways remember, the vendor is as 
important as the vendee.”’ My 
point is, the new stockholder is 
as important as the old—as soon 
as he has put up his money. Alex- 
ender Dow. for many years the 
distinguished President of Tne 
Detroit Edison Company, used to 
say, “I want our stocknolders to 








a 


return; and, in no small measure. 


upon whether management runs | 


the corporation for the benefit of 
all of its security holders, large 
and small, or for the benefit of 
only a few. 

The investment industry is be- 
ing given a lot of the blame today 
for what is commonly called the 
“inadequacy” of our equity mar- 
kets. They are charged with fail- 
ing to adapt themselves to chang- 
ing times, with continuing to cater 
to the few large investors rather 
than to the many small ones, and 
in general with not performing 
their assigned function of chan- 


The in-| 


A new offer- | 
ing gets favorable response when | 


regardless of | 


| neling the nation’s savings into 
the service of American industry. 


Changing Patterns 


The past two decades have seen a 

significant redistribution of wealth 
taking place in this country. 
|Changing social patterns, com- 
| bined with our remarkable rate ot 
productivity, and progressive in- 
'come taxation, have meant that 
the national income is being spreac 
more evenly among more and 
more people. As a consequence. 
more people today have a little 
more money, and fewer people 
have a whole lot of money. It also 
means that the few can no longei 
| Supply the vast sums of capital 
|needed to finance American in- 
dustry. That capital must come 
from the mass savings of all the 
|people. These are the people tc 
whom equity securities will have 
to be sold and the investment fra- 
ternity has an important educa- 
tional job to do among them. 


The Role of Management 


Management likewise has a part 
to play in creating an investment 
interest in people not now accus- 
| tomed to investing a portion o! 
— savings in corporate securi- 
| ties, Stockholder relations are an 

important management function 
|The small investor. to whom in- 
| dustry must look for capital may 
| sometimes be a speculator; morc 
|likely he is attracted to common 
| stock investment by the greate 
return on his savings as compared 
with insurance, government bonds 
Or savings deposits. These inves- 
tors will require a more libera’ 
dividend policy than most indus- 
'trial companies have followed ir 
the past. How often do we find 
dividend policy dictated by the 
| individual tax problems of a few 
large stockholders rather than the 
|overall good of the corporatior 
and the desires of the large num- 
ber of small stockholders? You 
and I know that dividend yield is 
|the biggest selling point on new 





|equity capital must be prepared 
to pay a return on that capital. 
Here the problem of the utilities 
tends to differ somewhat from that 
of other business. While there are 
‘some few utilities which can be 
charged with a niggardly dividend 
policy, utilities on the whole have 
|a’ substantially higher pay-out 
than do other segments of indus- 
try. As a consequence, they have 
| very little in the way of internal] 
accumulations with which to fi- 
nance expansion. It is also true. 
‘however, that utilities on the 
whole sell on a more favorable 
price earnings basis than do in- 
| dustrials and that utilities can fre- 
quently sell common stock in mar- 
kets which would be closed to 
other types of businesses. 

I have commented on the re- 
spective roles of the investment 
industry and management in the 
|raising of equity capital. But we 
should not overlook the responsi- 
bility of government. Those agen- 
cies. federal and local, charged 
with regulating portions of our 
national economy must never, in 
their concern with particular prob- 


lems of particular companies, lose | 


sight of the Jarger picture and of 
the contribution which sound bus- 
iness enterprise makes to the hap- 
piness and well-being of 
people. 





Banking Group Offers 
$40,000,000 National 
Distillers Debentures 


Representing one of the largest 
industrial security issues placed On 
the market so far in 1949, a new 
issue of $40,000,000 National Dis- 
tillers Products Corp. 25-yea1 
34% sinking fund debentures was 
offered publicly April 26 by a 
nation-wide investment banking 
group jointly headed by Glore, 
Forgan & Co. and Harriman Rip- 
ley & Co., Inc. The debentures 
were priced at 101.31 and accrued 


issues. A company that wants new | 


| 








| 


| 


| 


interest to yield 3.05% to matu- 
rity. The.proceeds from the sale 
will be used by National Distillers 
Products to retire outstanding 
bank loans and to finance a part 
of construction costs in connection 
with the corporation’s entry inte 
the industrial chemical manufac- 
turing field. 


Sinking fund provisions call for | 
premium payments by the corpo- 
ration in each of the years 1951 to 
1973, inclusive, sufficient in the 
aggregate to retire $32 000,000 
principal amount of the deben- 
tures. 


The $40,000,000 of debentures 
being offered will constitute the 
sole funded debt of the corpora- 
tion. There are also outstanding 
7,977,771 shares of common stock 
without par value. 


National] Distillers Products 
Corp. is one of the leading com- 
panies in the alcoholic beverage 
field. Directly and through wholly 
owned subsidiaries the corporation 
is engaged in the distilling, blend- 
ing, rectifying, warehousing, bot- 
tling, selling, exporting and im- 
porting of alcoholic beverages. 
The principal business of the cor-— 
poration and its subsidiaries is the 
production and sale of varioug 
types of domestic whiskies. The 
corporation owns 14 whiskey dis-— 
tilleries in the United States. 

The corporation reported con- 
solidated net sales of $351,569,298 
for 1948. Net income amounted to 
$26,867,248. 





Morgan Stanley Places 
Standard Oil Go. (Ind.) 
2.90% Notes Privately 


Standard Oil Co. (Indiana) has 
placed privately through Morgan 
Stanley & Co, an issue of $50,000,— 
000 2.90% notes dated April 1, 1949, 
and maturing April 1, 1979. Pur- 
chasers of the notes were New 
York Life Insurance Co.; Bankers 
Trust Co., as trustee; John 
Hancock Mutual Life Insurance 
Co.; Sun Life Assurance Co. of 
Canada; Aetna Life Insurance Co.; 
The Travelers Insurance Co.; The 
Penn Mutual Life Insurance Co.; 
New England Mutual Life Insur- 
ance Co.; Provident Mutual Life 
Insurance Co, of Philadelphia; 
Connecticut Genera] Life Insur- 
ance Co.; Continental Assurance 
Co.; J: P. Morgan & Co. Incorpo- 
rated, as trustee; and Reliance 
Life Insurance Co. of Pittsburgh. 
They will be repaid in full in 15 
equal annuai instalments starting 
April 1, 1965. The proceeds of 
the loan will be added to the 
Standard’s working capital to re- 
store funds used for capital ex- 
penditures, which last year aggre- 
gated $252.000,000. It is not 
contemplated that any of the pro- 
ceeds will be required for capitat 
expenditures in 1949. 


Merrill Lynch Sells 
41/.% Preferred Shares 
Of Family Finance 


An underwriting group headed 
by Merrill Lynch, Pierce, Fenner 





our & Beane and G. H. Walker & Co., 
|'on April 27 offered 50,000 shares 


of Family Finance Corp. 442% 
cumulative preference stock, 


-series A. The stock was priced 


at $50 per share. 

The preference stock is con- 
vertible, if bought at $50 a share, 
into common stock at $12.81 a 
share on or before Aug. 1, 1949; 
$13.87 a share thereafter and on 
or before Aug. 1, 1952; and $15 2 
share thereafter and-on or before 
Aug. 1, 1956. The preference 
stock may be redeemed at any 
time at prices ranging from $57 on 
or prior to July 31, 1949, down to 
$55 for redemptions made after 
July 31, 1958, 
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What U. S. Policies Can 
Further Europe’s Recovery? 


(Continued from page 4) 


while the world has less need of 
European manufactured goods, 
Europe, on the other hand, has as 
much need of the world’s raw 
materials. The payment for these 
raw materials must be made in 
dollars or in sterling, and Europe 
is starving for dollars, and there 
is a dearth of sterling on the 
Continent. To all these calami- 
ties, one must add the chaos which 
exists in Asia, from where Eu- 
rope derived sO many resources. 
To keep their heads above 
water, European countries have 
three means at their disposal: 
these are American Help, Mutual 
Help, and Self Help. Of these, 
Self Help is by far the most im- 
portant, but nothing could have 
been done had it not been for the 
generous and comprehensive help 
which the great American democ- 
racy has given us. And here I 
am indeed happy to acknowledge | 
and to pay homage to the mag-| 
nificent work which is being done | 
in Washington by Mr. Paul Hoff- | 
man, in Europe by Mr. Averell| 
Harriman, and in France by Mr. ; 


as Ambassador in Paris has just 
been so warmly acclaimed by my 
country. 

Tonight, I have to comment 
upon the Mutual Help which Eu- 
ropean nations can provide among 
themselves. It is obvious that 
since European nations no longer 
possess the means of purchasing 
their requirements out of Europe, 
they must develop, to a maximum, 
the exchange of goods among 
themselves, 


Two Parts of the Mechanism 
Broken 


A striking feature of the pat- 
tern of trade in prewar Europe 
has been the enormous volume of 
sterling which found its way from 
the United Kingdom to the Con- 
tinent, either in payment for the 
goods which had been sold to one 


‘tries of Western Europe 





illustrious island, or through the 
influx of British tourists on the| 
mainland. This amounted each| 
year to an intake in pounds of an| 
equivalent of $500 million. These 
pounds enabled the continental 
nations to make their purchases | 
either in the dollar area or-in the | 
sterling zone, since pounds were 
then convertible into dollars. To- 
day, however, the British having 
lost their invisible income from 
Overseas, the pound can no longer 
be converted into dollars, and 
continental nations may no longer 
obtain their supplies from the 
dollar area in this way. Here is 
a first break to occur in the 
mechanism. But it is not all. To- 
day, Great Britain sells more to 
the Continent than she buys from 
it. She has announced her inten- 
tion in the plan which she sub- 
mitted to the OEEC, of persever- 
ing in this policy, which alters her 
position from that of a debtor 
nation to that of a creditor in 
relation to the Continent. To the 
dearth of dollars. therefore, has 
been added that of pounds for the 
Continent. 

It appears that the influence of 
our American friends is the only 
one strong enough to obtain that 
Great Britain modifies this plan 
-and takes into account the vital 
interests of other European na- 
tions. European nations must not 
be like people thrown into the 
water after their ship has foun- 
dered and trying to support them- 
selves on each other’s shoulders, 
at the risk of pushing their neigh- 
bors under water. 


Here is another break in the 
mechanism which enabled Europe 
to live. Before the war, Western 
Germany used to sell her manu- 
factured goods to countries to the 
east of Germany and in Eastern 
Europe, and received in exchange 





agricultural products. But the 


| punishment of the German people 


for having started the two world 
wars is to have brought the Slavs 
—who had left it a thousand years 
ago—back to the Elbe. An iron 
curtain has dropped 
middle of Germany and has put an 
end to this exchange. 

In what way can America help 
in lifting this iron curtain, is a 


question which I must leave to) 


your imagination, as it belongs to 
the field of politics—a field which 
is not mine to invade tonight. 


Intra-European Trade 


There are some oddities which 
jump to our eyes in the present 
condition of the intra-European 
trade. Is it not absurd that coun- 
should 
buy American coal, which must be 
shipped across the ocean, rather 
than coal from the Ruhr? 


of paper pulp were recently im- 
ported into Bizonia from 


United States, because for some 


reason it was easier or more con- | 
might | 
David Bruce, whose appointment |have been purchased from Sweden, | 


venient, while this pulp 
with whom Bizonia has an agree- 
ment on that subject... . Is this 
logical? 

Moreover, certainexporting 
countries demand excessive prices 
for their goods; for insiance, Eng- 
lish coal is sold at the same price 
($20 to $22 per ton) as the Amer- 
ican coal, which has to carry the 
burden of heavy freight. It seems 
hardly fair. 

European countries pursue 4a 
policy which is too exclusively 
bilateral. Yet one knows that bi- 
lateral pacts hamper trade and 
cause prices to rise. This has had 
the result that an unheaithy struc- 
ture of European economy is being 
maintained. 


Indirect Aid From America 

Faced with this position—the 
gravity of which there is no need 
for me to stress—Europe has had 


a measure of comfort in so far as| 


she receives, once more, the gen- 
erous help of our American 
friends. Over and above the di- 
rect aid given to each recipient 


European country, in order to en- | 


able it to obtain its requirements 
from the dollar area, the Amer- 
icans have granted, since the first 
of October, last, an additional 
amount of $810 million to help 
intra-European trade. 


As I have already said, the 


countries of the European Conti- | 


nent are in dire need of dollars 
and pounds, but that is not all. 
Many of them are in need of other 
exchange, since they cannot trade 
with other countries except 
against gold, as they lack the 
currency of these countries and 
they have no more gold reserves. 
In order to facilitate trade be- 
tween countries short of these cur- 
rencies and those which possess it, 
America has provided dellars to 
the creditor countries in order 
that they may place equivalent 
amounts of their own national 
currency at the disposal of the 
debtor countries needing it. 


France’s Efforts 


This indirect aid has been criti- 
cized in certain quarters. Some 
people have maintained that it 
constituted an encouragement to 
the laziness of the debtor coun- 
tries. If this were correct, there 
is no doubt that it should be 
stopped immediately. But this is 
not true. To give you but one 
example, I shall mention my own 
country, which, as you know, is 
one of the principal debtor coun- 
tries as well as one of the main 
receivers of indirect aid. Here is 
a proof that France has made 


across the! 


| debtor 


France has seen her debit trade 
balance reduced: 

(1) With Belgium from 
million Belgian francs to 
million. 

(2) With Holland from 115 mil- 
lion florins to 61 million. There 
France dia not receive indirect aid 
benefit. 

(3) With Switzerland from 306 
million Swiss francs to 243 million. 
There, also, she received no in- 
direct aid. 

The same applied also to coun- 
tries such as Sweden, but I have 
said enough, I believe, for 
to realize that the granting of in- 
direct aid to countries needing it 
was both logical and useful. It is 
obvious that in this field as in 
others, the American taxpayers 
money has been used intelligently 
and with success. Here are some 
figures: 

Before the war, half of the} 
European countries’ foreign trade 
was carried out amongst them- | 
selves. After the war, this trade 


2,298 
1,400 


| collapsed. In 1946 the total intra- | 
| European trade amounted to only | 
| half of what it was in 1938. A sharp | 
Another instance: Large amounts | 


improvement took place in 1947, | 


'and the figure was two-thirds of | 
the | 


the 1938 total until they reached, | 
during the last quarter of 1948, | 
90% of the 1938 level. This took | 
place despite the difficulties 1| 
have just mentioned, and others | 
about which I shall talk presently. | 

But since, as I have mentioned, | 
| Europe is no longer able to trade | 
with large areas of the world, it} 
is essential that powerful efforts | 
be made to achieve a maximum | 
development of the intra-Euro- | 
pean trade. | 

As you were kind enough to} 
ask for my suggestions in regard | 
to the most suitable measures to| 
be adopted for the development | 
of intra-European trade, let me 


“Indirect Aid.” I believe that | 


could be made 
Candid critics have mentioned 
“wrong incentives” for debtor | 
| countries, resulting from the pres- | 
| ent system; yet it seems that these 
| wrong incentives apply much more 
ito the creditor nations, since they 
|are by no means encouraged to 
| make their purchases from Euro- 
pean countries. 

The main drawback of the pres- 
ent system is that it encourages 
bilateralism. While salvation lies 
only in multilateralism, bilater- 
alism runs counter to free ex- 
change, since it “sets” certain cur- 
rents for exchange which prevent 





countries from selecting) 
the most tavorable markets for 
their sources of supplies. It would | 
therefore be advisable to modify | 
the present system in order to 
insure that deficit countries have 
a right to draw upon any creditor | 
country in Europe. This, I believe, 
is a measure that can and must be | 
taken in order to promote liberal- | 
ism. 


The Monetary Problem 


The problem of trade among) 
European countries naturally in- 
volves that of the relations be- 
tween their various currencies and 
here also we are inclined to lean 
towards thé greatest freedom pos- 
sible. If exchange control could 
be eliminated immediately, even 
in the case of dealings between 
Europe and the United States, it 
should be done. Unfortunately, 
there intervenes here, beyond the 
field of economics, a_ political 
question, and that is the threat of 
war, which causes a good deal of 
concern in Western Europe. It is 
certain that if the control of ex- 
change were lifted, larged amounts 
of capital would be transferred to 
countries considered safer. On the 
other hand, one can _ visualize 
without effort the effects of lift- 
ing the control between European 
countries which run the same risks 





and undergo comparable economic 
| conditions. For instance, it seems 
|perfectly feasible to me that a 


you | 


without increasing its volume, it) 
more efficient. | 
{ 


| serve funds 


pact which has just: been signed 
between France and Italy. 

Suppression of exchange control 
between European countries en- 
tails an adjustment of par values 
in relation to their currencies. But 
here another question arises: can 
such an adjustment be made with- 
out calling at the same time for a 
|revision of the relations between 
European currencies, on the one 
hand, and on the other hand be- 
| tween those currencies and dollars 
‘or gold? I feel we must reply to 
this’ with Mr. Asquith’s favorite 
formula to the members of the 
House of Commons: “The answer 
is in the negative.” 

How can one, therefore, arrive 
at an adjustment of the rate of 
exchange of currencies? My per- 
/sonal opinion is that it would be 
better to allow: it to establish it- 


self by the free and normal course 


of currency exchange to a point of 
equilibrium for each currency. | 
believe that the founders of the 
monetary fund were either too 
ambitious or too hasty, while they 
strove to achieve the most worthy 
objective. 

In fact, in order to maintain the 
artificial stability of today, the va- 
rious countries are compelled to 
do just the opposite of what 
should be the policy of the mon- 
etary fund, that is, to alleviate the 
restrictions. On the contrary, one 
is compelled to intensify these re- 
strictions, and with no other ap- 
parent result but to increase the 
activity of the black market. It 
seems that the best means to stim- 


ulate trade among European coun- | 


tries is for them to adopt a realis- 
tic rate of exchange which would 
permit the lifting of restrictions. 

In the monetary field, the de- 
velopment of multi-lateralism 
brings in another problem. As 
opposed to bi-lateralism, multi- 


|lateralism causes rises and falls 
mention this, with reference to} which may entail temporary defi- 


cits in balances of accounts to such 
an extent that the governments 
concerned must have reserves as a 
means of protecting their currency. 
If they do not have this, they will 
be compelled to have recourse to 
the control of imports, and this 
would defeat the cause of liberal- 
ism. It seems that without having 
to provide any more dollars, the 
United States could encourage the 
setting up of necessary reserve 
funds. They could authorize the 
benefiting countries to set apart, 
for the constitution of these re- 
by their banks of 
issue, the dollars they may have 
saved from their allocations from 


ithe ERP. This would encourage 


both initiative and the spirit of 


‘sacrifice in these countries. 


United Europe 
The most efficient way of de- 
veloping multi-lateralism would 
be the consiitution of a united 
Europe. Between the two giants, 
there is room for a united Eu- 


rope, while there is none for a, 
|mosaic of European states. 
| There is no doubt that alongside 


an internal American market, 
which possesses a 
power equal to that of 400 million 
Europeans, it is essential that 
|' wide market must be organized in 
|Europe, if this Continent is to suc- 
‘ceed in producing on a large scale, 
| according to modern methods. 
is the only way by which a logical 


| division of effort may be estab-| 
|lished between the various Eu-| 


| individual capacity of each. At 
‘the same time, one must not un- 
|derestimate the difficulty of this 


operation especially as it affects | 


'old nations possessing a glorious 


| past and traditions to which they | 
|are profoundly attached, as well 
as speaking different languages. | 


| Besides, the elimination of fron- 
‘tiers must cause prejudice to 
| powerful private interests. A 
'mighty effort to direct public 
opinion is therefore necessary in 
'order to support governments in 
their work. At the European Con- 


great efforts which have not been ‘monetary clause involving the gress, at The Hague, a year ago, 


unsuccessful: 


From May, 1948, to April, 1949,| should be added to the economic | ropean 


‘elimination of exchange control 


'it was proposed to elect a Eu- 
| Consultative _ Assembly, 


|in Africa. 


purchasing | 


a) 


It | 


| ropean countries. according to the 


from the parliaments or govern- 
ments of the countries ef Western 
Europe. I called the meeting’s at- 
tention to the fact that this selec- 
tion of members by their own col- 
leagues would not produce on the 
masses the psychological effeet 
which is desired, and I proposed 
that the members of this projected 
Assembly should be elected by 
universal franchise on the basis of 
one member per million inhab- 
itants. But once more I was con- 
sidered as a dangerous revolu- 
tionary. An eminent French So- 
cialist delegate declared that I 
was ahead of my times. and an 
ex-British Cabinet Minister added 
the old maxim: “Festina Cente.’ 
Let us hope that it is not too. late 
already, which will happen if Eu- 
rope is governed by men who are 
not abreast of the times. The prob- 
lem of European salvation wil] not 
be solved by timorous attempts or 
half-hearted compromise. 

Moreover, the difficulty of estab- 
lishing an economic union of Eu- 
rope has been underlined in very 
apt terms by your rapporteur, Mr. 
Gettell, when he spoke of the 
“conflict between those who seek 
solution in restrictions controls 
and bi-lateralism and those who 
favor expansion and multi-lateral- 
ism.’ We have aligned ourselves 
with the latter category, and here 
again the moral influence of the 
United States has an important 
part to play. 


Private Investments 

Experts have come to the con- 
clusion that an interval of four 
years was necessary for Europe to 
recover and to stand on her feet 
again. This period will expire on 
June 30, 1952. Events, however, 
have a curious habit often of pay- 
ing no attention to the decisions 
of men, and to the programs of 
experts. It would be wise there- 
fore to think of relaying the gov- 
eramental action of the United 
States with the free initiative and 
the spirit of enterprise of Amer- 
ican businessmen. I know that as 
the result of the studies you have 
pursued, you naturally wish to 
take Jegitimate precautions against 
incurring risks other than the nor- 
mal ones. 

This policy would not be with+ 
out a_ precedent. Tne United 
States, in their remarkable rise to 
success, were helped by European 
manpower and capital. Today 
the position is reversed. Europe 
has enough manpower, but she no 
longer possesses t®e necessary 
capital ior the rehabilitation and 
development of her prolongation 
I believe that Europe 
will achieve vitality only when 
she has succeeded in bringing 
into production these overseas 
territories. I feel sure that those 
of you who have visited Morocco 
will have been convinced that 
Frenchmen have the ability to 
succeed in such an _ enterprise. 
where could one find an example 
in Europe or Africa of a mush- 
room city comparable to that of 
Casablanca? 

In what proportion will these 
private investments be made? 
Evidently it will depend upon the 
general conditions, especially as 
they prevail in the French 
metropolis. But you will allow 
me to say that an estimate of $2 
billion dollars per annum maxi- 
mum suggested by NAM is a very 
modest estimate, in deed. This 
amount in dollars would be inade- 
quate to allow the European coun- 
tries to effect the purchase of 
their requirements from the 
United States. These $2 billion 
would represent but 15° of the 
$13 billion of the personal savings 
of the United States population 
last year. 

During the four years which 
preceded the first world war, the 
total of British investments abroad 
amounted to an average of £185 
million. That is 900 million gold 
dollars, which is equivalent to 
1,500 million of 1933 dollars and 
to a purchasing power of $3 bil- 
lion of today. These foreign in- 
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vestments were equivalent to 
about 50% of the personal savings 
of the British population. Two 
billion tor the U. S., three billion 


for the United Kingdom 
and I have not mentioned French 
investments, which were impor- 


tant enough, nor have I said any- 
thing apnout Germany's. ‘These 
‘investments have been, as a 
-whole, a factor of prosperity for 
the entire world while they have 
-constituted a substantial asset for 
-Europe. I am confident that you, 
you who are today more powerful 
than a combination of tne great 
countries of Europe before the 
‘war of 1914, you will contribute 
‘tomorrow, as they did then, but 
ona larger scale to the world’s 
prosperity by private investments. 


The Major Problem 

THese thoughts on how best can 
America help with the develop- 
inent of muittlateral trade in Eu- 
rope are those which came to my 
mind in answer to your kind invi- 
tation to speak to you tonight. 
But one must not ignore the fact 
that however important this prob- 
‘lem is, there is one still more im- 
-portant, and that is the urgency 
for Europe to find the necessary 
dollars to purchase the raw mate- 
rials she needs for her industries. 
Let us suppose, for instance, that 
all the cotton mills of Europe 
were operating full time, and that 
intensive trade had found a mar- 
ket in Europe for all goods pro- 
duced. None of the 
which the manufacturers would 
receive in payment for his goods, 
except perhaps that of Switzer- 
Jand, could be used for the pur- 
.chase-of the raw cotton necessary 
for the operation of their mills. 

And on this problem I will say 


currencies | 


case with Great Britain and wit 

France before the war. If you d« 
not, when the Marshall Plai 
comes to an end, vou will see Eu- 
ropean countries closing thei 
doors to American goods and pur- 
suing a policy of self-sufficiency, 
turning their backs to the ideal oi 
liberty and free enterprise. 

| This wouid cause, in these coun- 
| tries, a lowering of the standard 
|of living, which would have dan- 
|gerous social repercussions ; 
'and that means we have no right 
to fail. 


It is also the only way in which| 


| your generous efforts for the re- 
| habilitation of Europeewill succeed 
in replacing the American tax- 
payer by the U. S. consumer. 


Partners Forever 


| I hope I am laboring under no 
|illusion when I think that you 
'agree with me on all this. The es- 
sential is that we are—you and I— 
deeply attached to the doctrine of 
/economic liberalism and that we 
| have faith in the spirit of free en- 
| terprise which made the greatness 
|of your country. 
This economic liberalism is but 
'one aspect of our common ideal of 
| Liberty for which we have fought 
|three times together in the past 
and which we are resolved to 
maintain in the future. 

The aim which we, Frenchmen, 
strive to achieve with all our en- 





‘ergy is to no longer need your 
'assistance but to become your 


| partners at the end of the Mar- 


shall Plan. 
| look to the future. 

| We shall be partners, partners 
'for better or worse, partners for 
|ever. We are partners in the field 
of security, since the Atlantic Pact, 
'and nature, which. forgot to be 
| generous to Europe in the matter 


This is why we must | 





but one thing: You have changed | of raw materials, compels us to 
_your position; from a debtor na- be partners on the economic plane. 
tion you have become a creditor | Twice in the course of a man’s 


Halsey, Stuart Group 
Gffers Arkansas Pwr. 
Debentures at 1021/. 


Halsey, Stuart & Co. Inc. heads 
an underwriting group that is of- 
fering publicly today (April 28) 
$8,300,000 Arkansas Power & 
Light Co. 338% sinking fund de- 
bentures due May 1, 1974. at 
10246% and accrued interest. The 
group was awarded the deben- 
tures on a bid of 101.30. 

Net proceeds, together with 
$4,000,000 from the sale of addi- 


to pay a $2,000,000 short-term 
bank loan made March 18, 1949. 
to reimburse the company’s treas- 
ury, in part, for funds already 
used for the acquisition of prop- 
erty or the construction, extension 
or improvement of its facilities in 
connection with. the construction 
program, and the balance of the 
funds will be used for the con- 
struction of new facilities and the 
extension and improvement of 
present facilities, and for other 
corporate purposes. 

General redemption prices for 
the new debentures are scaled 
from 105.13% to 100% while spe- 
cial redemption prices range from 
101.70% to 100%, 

The company is engaged as a 
public utility in the generation, 
| transmission, purchase, distribu- 
tion and sale of electricity; pur- 
chase, distribution and sale of nat- 
ural gas and, to a limited extent, 
in providing central steam heating 
service in the commercial district 
of Little Rock. Its operations ex- 
tend into 60 counties, which have 
a population aggregating approxi- 
mately 1,500,000, 

The company is a subsidiary of 


tional common stock, will be used | 


‘nation. It is a very 
change of status, but which entails 
‘a new state of mind. You must 
facilitate the importation of Eu- 
ropean merchandise into the 
United Sfates. It is necessary that 
you should welcome a deficit in 
your trade balance, as was the 


pleasant | 


| life we have shared in the horrors 
|of war and in the joy of victory. 
|Hence we are to be partners in 
'the great task of creating a world 
| where all men, free and happy, 
| will feel that during the grim days 
|of the present we have not been 
unworthy of our forbears. 


Business Leaders Urged to Help Further 
Truman’s Foreign Investment Proposal 


(Continued f 
agreement for several years until 
they come to represent three 
years’ service on dollar invest- 
ments in the countries concerned, 
the initial contributions to the 
fund by the United States Govern- 
ment should be supplanted within 
a limited period by the capital im- 
porting countries. The registration 
of foreign investments should ap- 
ply to old and new investments 
alike. The annual requirements 
for their servicing should include 
the transfer of depreciation re- 
serves as required for replacement 
equipment and should permit the 
exclusion of new _ investments 
deemed undesirable for economic 
or other reasons. Only registered 
investments should be entitled to 
service by drawing on the guar- 
anty funds as necessity arises. 

“While the U.S. Council would 
welcome any sound scheme for 
encouraging an expansion of pri- 
vate foreign investment. it sees 
serious hurdles which must be 
overcome before the above propo- 
sals or any others could become 
acceptable in practice. It wishes 
in particular to give warning as 
to the following pitfalls which 
should be guarded against: 

“(A) United States Government 
guaranties or insurance should rot 
be such as to weaken or remove 
the incentive to foreign countries 
to create conditions conducive to 
foreign investment. 

“(B) It might be difficult, be- 
cause of political pressures in for- 
eign countries and in the United 
States, to restrict guaranteed or 
insured investments to economi- 
cally desirable projects: if not so 
restricted, the way would be open 


rom page 14) 

for all manner of ill-advised ven- 
tures at the expense of the United 
States taxpayer. 

“(C) On the other hand, even 
if prudently administered, a gov- 
ernment facility might well entail 
an undesirable intrusion by gov- 
ernment into the affairs of private 
business concerns, if the govern- 
ment should consider itself ob- 
liged to judge the merits of each 
foreign investment project pro- 


Electric Power & Light Corp. and 
of Electric Bond and Share Co. 





guards, a government system of 
aid to private foreign investment 
might easily result in a loss of 
billions~of .dollars to the U. S. 
| Government and consequently its 
taxpayers. Every consideration, 
| however, should be given to the 
possibility of such a system, since, 
| if it could be established on a 
;sound, mutually advantageous 
basis, it might greatly reduce the 
| Sums which might otherwise be 
| expended in ‘give-away’ plans. 

“The U. S. Council draws at- 
tention to the potential pitfalls 
set forth above not for the pur- 
pose of discouraging action favor- 
able to the expansion of private 
and foreign investments but so 
that, by overcoming them, sound 
proposals can be sought. The dis- 
appointment resulting from expe- 
riences with ill-conceived guar- 
anty or insurance schemes would, 
of course, do more harm than good 
to the objectives we hope to ac- 








posed for guaranty, to prescribe 
and supervise accounting methods, 
and, in general, to substitute its | 
standards for business standards. | 
The legal, technical and admin- | 
istrative problems involved in this | 
relationship would be extraordi- | 
narily difficult. 

“(D) The desire to limit the | 
government’s liability might bring | 
about discrimination under a gov- | 
ernment system as between old | 
and new investments. Any such! 
discrimination would be undesir- | 
able. In many cases existing in- | 
vestors with their background of | 
experience and knowledge in the 
field, would be the most logical 
source of new investments. No/| 
advantage would come from en- 
couraging new investments and, at 
the same time, doing injury to 
existing investment which might 
induce the withdrawal of previous 
investments. Although the desire | 
to limit the liability of the gov- 
ernment under any such guaranty 
plan is understandable, such dis- 
crimination, as to economic areas. 
should be limited to a choice in | 
practice, of investments which are | 
economically feasible and desir- | 
able. 


“(E) Finally, despite ail sale- | 














complish.” 

Serving with Mr. Pierson on the 
Committee were the following: 

H. W. Balgooyen, Secretary of 
American and Foreign Power Co., 
Inc., New York. 

Walter J. Braunschweiger, Vice- 

resident of Bank of America Na- 
tional Trust and Savings Associ- 
ation, Los Angeles, Cal. 

Joseph O. Hanson, President of 
Swift International Co., Ltd., Chi- 
cago, Ill. 

George Nebolsine, partner 
Cahill, Gordon, Zachry and Rein- | 
del, New York. 

Milo Perkins, Washington, D. C. | 


Edgar W. Smith, Vice-President | 
of General Motors Overeas Oper- | 
ations, New York. 

William R. Strelow, Vice-Presi- 
dent of Guaranty Trust Co. of) 
New York, New York. 

Francis Adams Truslow, 


| 


Pres- | 


'ident of New York Curb Ex-| 
change, New York. 
Leo D. Welch, Treasurer of 


Standard Oil Co. (New Jersey), 
New York. 

Rapporteur: August Maffry, 
Vice-President of Irving Trust Co., 
New York. 


in | 


‘South La 
| & Co. of Elgin. 


| Reports Savings 


Deposits at Peak 


William L. Maude, President of National Association of Mutual 
| Savings Banks, says gain in first quarter’s deposits this year was 
| 17% greater than in same period last year. Sees increasing sav- 
| ings banks’ mortgage investments. 
Deposits of the 530 mutual savings banks of the nation increased 


| $290,000,000 during the first quarter of 1949 to reach a new high total 
| Of $13,690,000,000, William, L, Maude, President, National Association 


of Mutual 
| Savings Banks 
{and President, 
i'The Howard 
| Savings Insti- 
tution, New- 
ark, N. J., an- 
nounced on 
|April 22. The 
increase was 
17% greater 
than the gain 
of $249,000,000 
reported for 
the same pe- 
riod of 1948 
and _ reflects 
the fact that 
new money 
received from depositors during 
the quarter was up while with- 
drawals showed little change from 
a year ago, Mr. Maude said. 

The present spurt in deposit 
growth began last November. 
Since then, in every month except 
February, deposit gains have ex- 
ceeded those of the same month 
a year ago. The gain in March 
alone was $110 million, or 37% 
above March, 1948, whereas the 
February gain of $66 million was 
13% less than a year ago. For the 





William L. Maude 


Placed on Market 


A two-fold offering of Missis- 
sippi River Fuel Corp. common 
stock totaling 633,298 shares was 
made April 26 by underwriting 
groups headed jointly by Dillon, 
Read & Co. Inc. and Union Se- 
curities Corp, 

Of the total, 327,610 shares are 
being offered by the corporation 
to stockholders at $27.25 per share 
on the basis of one additional 
share for each two shares held of 
record April 12, 1949. The rights 
'will expire 3:00 p.m. on May 9, 
|1949. The approximately $8,800,- 
000 of funds to be received there- 
from will be used in the corpora- 
'tion’s expansion program. 
| United Gas Corp. is selling to 
the underwriting group its entire 
holdings of Mississippi River Fuel 
Corp. which consist of 305,688 
shares of common stock and rights 
to purchase an additional 152,844 
shares in accordance with the 
corporation’s offering to stock- 
holders. The underwriters are 
making a firm offering to the pub- 
lic at $30 per share, ex-rights, of 
435,282 shares. This consists of 
the 305,688 shares purchased from 
| United Gas Corp. and 129,594 
'shares to be received through the 
exercise of rights pertaining to 
ithe United Gas block. The re- 
‘maining 23,250 shares to be re- 
| ceived upon exercise of such 
‘rights are being retained by cer- 
| tain members of the group for 
| future sale. 
| There are 76 firms associated 
|'with Dillon, Read and Union Se- 
'curities in the offering to the 
| public of the 435,282 shares. 


Bache Adds to Staff 


(Specis2 to THE FINANCIAL CHRONICLE) 


CHICAGO, ILL. — Joe Buttry, 
Daniel J. Considine, James G. 














Y 


Utility Common Stock 





first time during these months, 
withdrawals in March fell below 
'those of the same month of the 
|preceding year; throughout the 
| period amounts deposited equaled 
'or exceeded comparable earlier 
| figures. 

| The portfolio policy of the sav- 
_ings banks during the quarter dif- 


« | fered sharply from that followed 


‘a year ago. In the first three 
| months of 1949 holdings of mort- 
| gages rose $170 million, U. S. Gov- 
‘ernment securities, $175 million 
and corporate and municipal se- 
| curities, $60 million, as compared 
| with increases of $99 million, $91 
‘million and $176 million respec- 
tively during the same period in 
| 1948. 

| A gain of $59 in mortgages oc- 
|curred during March, which was 
the 15th straight month in which 
the increase has been greater than 
| for the same month of the preced- 
|ing year. During the month, hold- 
|ings of U. S. Governments also 
rose, by $57 million, but, for the 
first time in over two years, hold- 


{ings of corporate and municipal 
\securities fell, by $4 million. 


Halsey, Stuart Offers 
Illinois Gent. Equips. 


A group headed by Halsey, 
Stuart & Co. Inc. won the award 
April 26 of $5,520,000 Illinois Cen- 
tral equipment trust, series DD, 
214% equipment trust certificates, 
maturing $276,000 semi-annually 
Nov. 1, 1949 to May 1, 1959, in- 
clusive. The certificates, issued 
under the Philadelphia plan, were 
re-offered, subject to Interstate 
Commerce Commission authori- 


—_—<s 





zation, at prices to yield from 
1.35% to 2.525%, according to 
maturity. 


The certificates will be issued 
to provide for new standard-gauge 
railroad equipment, estimated to 
cost not less than. $7,396,875, con- 
sisting of 1,500 steel hopper cars 





and 375 flat cars. 

Associated in the offering are 
R. W. Pressprich & Co.; A. G. 
Becker & Co. Inc.; Hornblower 
& Weeks; Otis & Co.; L. F. Roths- 
child & Co.; William Blair & Co.; 
First of Michigan Corp.; Freeman 
& Co.: The Illinois Co.; Wm. E. 
Pollock & Co. Inc.; and McMaster 
Hutchinson & Co. 


Meyer With Bacon & Co. 


(Special to THE FINANCIAL CHRONICLE) 

SALINAS, CALIF.—Frank M. 
Meyer has become associated with 
Bacon & Co., 256 Montgomery 
Street, San Francisco, members of 
the San Francisco Stock Ex- 
change. He was formerly man- 
ager of C. L. Vertin Co, of Salinas. 

antiguas 


With Rothschild & Co. 


(Special to THe Financia CHRONICLE) 

CHICAGO, ILL. — Leon F. 
Strauss has become _ connected 
with Rothschild & Co., 135 South 








Fisher, Samuel H. Goldsmith, and 
Charles Noonan have become af- 
filiated with Bache & Co., 135 
Salle Street. Mr. 
Fisher was previously with Heath 


With Norman Mesirow 


(Special to THE FiINaNcIAL CHRONICLE) 





La Salle Street, members of the 
New York and Chicago Stock 
Exchanges. 





With Lee Higginson Corp. 
(Special to THe FINANCIAL CHRONICLE) 

CHICAGO, ILL. — Charles A. 
White has become associated with 





CHICAGO, ILL.—Bert E. Som- 
mers is with Norman Meisrow, | 
135 South La Salle Street, mem- | 
ber of the New York Stock Ex-| 
change. 


Lee Higginson Corp., 231 South 
La Salle Street. Mr. White was 
formerly with E, H. Rollins & Son 


| 
| for many years. 
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Securities Now in Registration 





Alabama Gas Corp. (5 2) 
March 29 filed $6,000,000 first mortgage bonds, series A, 
due 1971. Underwriters—To be determined through com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc., White, Weld & Co., Kidder, Peabody & Co. and 
Stone & Webster Securities Corp. (jointly); The First 
Boston Corp.; Salomon Bros. & Hutzler and Equitable 
Securities Corp. (jointly). Preoceeds—To pay off $4,000,- 
000 234% notes and the balance for construction and 
working capital. Expected about May 2. 


Allied Western Oi! Corp., New York 
Jan. 19 (letter of notification) 1,200,000 shares of common 
stock (par Ic). Underwriter—Atlantic Securities Co., 
New York. Price—25e per share. Acquisition of oil 
‘ Jeases, properties, drilling, etc. 


American Stee! & Pump Corp. 
Sept. 21 filed 200,000 shares ($2 par) convertible class A 
stock. Underwriters—Herrick, Waddell & Reed, Inc. and 
Bilis, Minton & Co., Inc. Price—$8 per share. Proceeds 
—tTo retire indebtedness and for working capital. Fi- 
nancing plan may be revised. 


® American Telephone & Telegraph Co. 

April 21 filed between $393,000 to $400,000 ten-year 
31%.% debentures. due June 20, 1959. Offering—Deben- 
tures will be offered for subscription by stockholders of 
record at the close of business May 6 at the rate of a $100 
debenture for each six shares of capital stock then held. 
Underwriting—None. Proceeds—For advances to sub- 
sidiary and associaied companies; for the purchase of 
stock offered for subscription by such companies; for ex- 
tensions, additions and improvements to its own tele- 
phone plant: and for general corporate purposes. 


Argus, Inc., Ann Arbor, Mich. 

Nov. 1 filed 115,315 shares ($10 par) 542% cumulative 
convertible preferred stock. Offering — To be offered 
initially for sale to stockholders at the rate of one pre- 
ferred stock and purchase warrant for each 342 shares 
of common stock held. With each share of preferred 
purchased company will issue a purchase warrant en- 
titling the holder to buy 80/100 of a share of the com- 
pany’s ($1 par) common stock on or before Dec. 31, 1950. 
Onderwriters—Leason & Co., Inc., and First Securities 
Co., Chicago. Preceeds—For working capital. 


Atkins Popcorn Co., Inc., Wilmington (5/5) 
April 11 (letter of notification) $300,000 5% debenture 
bonds. Price, par. Underwriter—D. F. Bernheimer & 
Co., Inc., New York. For operating capital. 


® Avco Marufacturing Corp., New York 

April 22 filed 387,041 shares ($3 par) common stock. The 
stock is reserved for issuance to officers and supervisory 
executives under the company’s “stock option plan” or 
options assumed by the company upon acquisition of 
the assets of its former subsidiary, American Central 
Manufacturing Cerp. on Nov. 20, 1946. 


Baldwin Co., Cincinnati, Ohio 
April 7 (letter of notification) 3,000 shares of common 
capital ($8 par). Price, at market. Underwriter—wW. 
D. Gradison & Co., Cincinnati, Ohio. To pay estate and 
inheritance taxes. 


@® Bangor (Me.) Hydro-Electric Co. 

April 22, filed 4,840 additional shares ($100 par) pre- 
ferred stock and 54,304 shares of common stock (par $15). 
Offering—tThe preferred is to be offered to preférred and 
common stockholders at rate of one new share for each 
20 preferred shares held and one new preferred for each 
80 common shares held. The additional 54,304 shares of 
common steck will be offered to holders of common stock 
at the rate of one share for each four shares held. Dealer 
Manager—Smith, Barney & Co. will head a dealer group. 
Proceeds—For corporate purposes, including capital ex- 
penditures. 


Bradshaw Mining Co., Tonopah, Nev. 
Oct. 8 (letter of notification) 1,500,000 shares (5c par) 
common stock. Price—20 cents per share. Underwriter 
—Batkin & Co., New York. To repair and renovate mine 
of company and to exercise option to purchase processing 
mill and move and erect such mill on the company’s 
property and for working capital. 


@® Buensod-Stacey, Inc., New, York 

April 25 (letter of notification) 2,000 shares of class A 
common stock (no par). Price—$50 per share. Under- 
writer—None. Working capital. 


California Life Insurance Co., Oakland, Calif. 
March 18 (letter of notification) 15,000 shares ($5 par) 
class A capital stock. Price—$10 per share. No under- 
writer. To raise additional capital and surplus. 
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INDICATES ADDITIONS SINCE PREVIOUS ISSUE 


Cambridge (Mass.) Electric Light Co. (5/4) 
March 29 filed $2,750,000 25-year notes, series A, due 
1974. Underwriters—To be determined through com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Harriman Ripley & Co.; The First Boston Corp.; 
Kidder, Peabody & Co.; Otis & Co. Proceeds—To fund 
presently outstanding borrowings. Expected May 4. 


@® Cavendish Productions, inc., New York 

April 21 (letter of notification) 2,500 snares of 5% non- 
voting preferred stock (par $100) and 5,000 shares of 
common stock (par $3). To be offered in units of 10 
shares of preferred and 20 shares of common at $1,060 
per unit. Corporate purposes. Underwriter—None. 


Chace Industries, Inc., West Chester, Pa. 
March 7 (letter of notification) 68,000 shares of 6% non- 
cumulative preferred stock (par $4) and 68,000 shares of 
common stock (par 10¢). Underwriter—De Witt Invest- 
ment Co., 910 West St., Wilmington, Del. To be offered 
in units of one share of each. Building of factory, install- 
ing machinery, working capital. 

Cincinnati Gas & Electric Co. 

April 15 filed 249,334 common shares (par $8.50). Offer- 
ing—To be offered for subscription by stockholders of 
record May 12 in ratio of 1-to-9. Underwriting—None. 
Proceeds—To finance construction program. 


Clarostat Mfg. Co., Inc., Brooklyn, N. Y. 
Aug. 26 (letter of notification) 37,400 shares of 50¢ 
cumulative convertible preferred stock. Underwriter— 
Cantor, Fitzgerald & Co., Inc., New York. Price—$8 per 
share. Working capital, etc. 

Coleraine Asbestos Co. Ltd., Montreal, Canada 
Aug. 16 filed 200,000 shares of capital stock. Price— 
50 cents per share in Canadian Currency. Underwriter 
—P, E. Frechette. Proceeds—For drilling operations. 


Consolidated Caribou Silver Mines, Inc., N.Y.C. 
March 30 filed 376,250 shares (no par) common stock. 
Price—$2.50 per share. An additional 60,000 shares will 
be sold to the underwriters. Underwriters—By amend- 
ment. Proceeds—To develop mining properties. 


® Cook (E. K.) & Co., inc., Washington, D. C. 
April 19 (letter of notification) 100 shares (no par) com- 
men. Price, $25 per share. Nn underwriter. To pay off 
debts of the business. 

Detroit (Mich.) Sulphite Pulp & Paper Co. 
April 1 (letter of notification) 1,000 shares ($10 par) 
common. Price—$15.50. Underwriters—Wm. C. Roney & 
Co. and Ferriss Wagner & Miller, Detroit, Mich. Pro- 
ceeds to selling stockholder. 

East Coast Electric Co., West Point, Va. 
April 7 (letter of notification) 13,125 shares ($10 par) 
common. Offered to stockholders of record March 30 at 
$15 per share in ratio of one new for each eight shares 
held. Rights expire May 3. Underwriters—Woodcock, 
McClear & Co., Philadelphia, and Scott, Horner & Mason, 
Inc., Lynchburg, Va. To reimburse treasury and provide 
funds for construction. . 
® Emlen Corp., Emienton, Pa. (4/30) 

April 25 (letter of notification) 10,000 shares of common 
stock (par $10), of which 4,000 on behalf of company. 
Price—$10 per share. Underwriter—F. H. Crawford Co., 
Emlenton, Pa. Company’s proceeds will be used for de- 
velopment, manufacture and distribution of a leak-proof 
pump. 

® First Industrial Corp., Baton Rouge, La. 

April 18 (letter of notification) 8,489 shares of preferred 
and 11,857 shares of ccmmon. Price, both issues $12.50 
per share. No underwriter. For capital structure. 


First Springfield Corp., Springfield, Mass. 
Feb. 28 (letter of notification) 5,471 shares of common 
capital stock. Underwriter—D. J. St. Germain & Co., 
Springfield, Ohio. Additional working capital. 

Gauley Mountain Coal Co., New York 
Jan. 19, filed 10,666 shares of capital steck, of which 
1,381 shares will be sold in behalf of the company and 
9,285 shares will be sold by Norgreen Associates Inc. and 
others. Underwriting — None, Preceeds — Company will 
use its proceeds for additional working capital. 


Greater Seminole Petroleum Co., 
Salt Lake City 
April 11 (letter of notification) 600.000 shares (25c 
par) common. Priee—50 cents per share. Underwriter 
—Weber-Millican Co., New York. For working capital 
and the drilling and equipping of oil wells. 


@ Haines (J. J.) & Co., Inc., Baltimore, Md. 
April 20 (letter of notification) 8,000 shares of 6% cumu- 
lative preferred stock (par $25). Price, par. No under- 
writer. To increase working capital and the retirement 
of $50 000 term loan. 

Heidelberg Sports Enterprises, Inc., 

Pittsburgh, Pa. 

June 25 filed 5,000 shares of class B common stock (par 
$100). Price—$100 per share. Underwriter—None. Pro- 
ceeds—$600,000 to be used for spectator grandstand and 
balance for related purposes. 


Horwood Lake Gold Mines Corp. 

Dec. 27 (letter of notification) 100,000 shsres of capital 
stock. Price—$l per share. Underwriter—Charles W. 
Warshoff & Co., Newark, N. J. For development of 
mining properties. 

idaho-Montana Pulp & Paper Co., Polson. Mont. 
Nov. 23 (by amendment) 180,000 shares ($10 par) com- 
mon stock to be offered at $10 per share and 20,020 
shares to be issued in exchange for $170,200 first mort- 
gage bonds. Underwriter—Tom G. Taylor & Co., Mis- 


soula, Mont. Proeceeds—To erect 2nd operate a bleached 
sulphate pulp mill with a 200-ton per day capacity. 
indianapolis Power & Light Co. (5/9) 

April 12 filed $8,000,000 first mortgage bonds series, due 
1974 and 107,226 shares of common stock (no par). Un- 
derwriters—Bonds will be sold at competitive bidding. 
Probable bidders: Halsey Stuart & Co. Inc.; Equitable 
Securities Corp.; Biyth & Co., Inc.; Hemphill, Noyes & 
Co., Drexel & Co. (jointly); Union Securities Corp., 
Lehman Brothers, The First Boston Corp. and Goldman, 
Sachs & Co. (jointly). Stock Offering—Stock will be 
offered for subscription by common stockholders of 
record May 11 at rate of one new share for each 10 
shares held. Underwriters—Terms of sale of unsub- 
scribed shares will be determined by competitive bid- 
ding. Probable bidders: Blyth & Co., Inc.; Lehman 
Brothers and Goldman, Sachs & Co. (jointly): W. C. 
Langley & Co., Shields & Co. and White, Weld & Co. 
(jointly). Proceeds—For construction. Expected May 9, 


® Jefferson (lowa) Telephone Co. 

April 22 (letter of notification) $65,000 4% first mort- 
gage bonds, series C, due April 1, 1969. Underwriter— 
Wachob-Bender Corp., Omaha, Neb. For plant exten- 
sions and betterments and for additional working capital, 


Kansas Power & Light Co. (5/4) 

March 25 filed $10,000,000 first mortgage bonds, due 
1979. Underwriters—Names to be determined through 
competitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; White, Weld & Co.; Glore, Forgan & Co.; Equit- 
able Securities Corp.; Blyth & Co., Inc.; Union Securities 
Corp.; The First Boston Corp. Proceeds—To reimburse 
company’s treasury for capital expenditures and for 
meeting, in part, the costs of future capital expenditures 
and for other corporate purposes. Bids—Bids for pur- 
chase of the bonds will be received up to 11 a.m. (EDT) 
May 4 at Room 1901, 60 Broadway, New York. 


@® Kaaba Silver-Lead Mines, Inc., Seattle, Wash. 
April 20 (letter of notification) 400,000 shares (10¢ par) 
common. Price—25¢ per share. No underwriter. To 
provide working capital, to amortize indebtedness, pur- 
chase machinery and equipment and carry on develop- 
ment work. 


Kentucky & West Virginia Power Co. (5/3) 
March 31 filed $10,000,000 first mortgage bonds, due 1979, 
Underwriters—Names to be determined through competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Glore, Forgan & Co. and Lehman Brothers (jointly); 
Union Securities Corp., Harriman Ripley & Co. and Kid- 
der, Peabody & Co. (jointly); Shields & Co. and Salo- 
mon Bros. & Hutzler. Proceeds—To repay loans for con- 
struction and apply toward further construction expen- 
ditures. Bids—Bids for purchase of bonds wl be re- 
ceived up to noon (EDT) May 3 at American Gas & 
Electric Service Corp., 30 Church St., New York 8, N. Y. 


Las Vegas (Nev.) Thoroughbred Racing Assn. 
Jan. 25 filed 500,000 shares 6% cumulative preferred 
stock (par $5) and 500,000 shares common stock (no par). 
Underwriting—None. Offering—To be sold in units of 
one share of each at $5 per unit. Preceeds—To purchase 
land and construct racing plant and for working capital. 


Liggett & Myers Tobacco Co. 

March 21 filed 784,235 shares of common stock (par $25), 
Underwriting—None. Offering—Offered for subscrip- 
tion by stockholders of record April 13, in ratio of one 
new share for each four shares held at $50 per share. 
Rights expire April 29. Proceeds—To reduce short- 
term notes outstanding under company’s credit agree- 
ments. 


Link-Belt Co., Chicago, Hl. 
April 18 filed 11,196 shares (no par) common. Offering— 
To be offered to a selected group of officers and em- 
ployees of the company and its subsidiaries. Price—$55 
per share. No underwriter. For working capital. 


_ Lorain (Ohio) Telephone Co. 
April 11 (letter of notification) 7,500 shares (no par) 
common. Price—$20 each. No underwriter. To reim- 
burse treasury for outlays for property additions. 


@® Martinez-Bell Mining Co., Phoenix, Ariz. 

April 22 (letter of notification) 162,450 shares of com- 
mon stock. Price—$l per share. No underwriter. For 
operating capital and mining operations. 


@ Mastic Asphait Corp., South Bend, Ind. 

April 18 (letter of notification) 7,500 shares ($1 par) 
common being cftered for Gilbert J. Snyder at $6 per 
share. No underwriter. 
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Mayflower Co., Salt Lake City, Utah 
March 14 (letter of notific@tion) 100,000 shares (lc par) 
common. Price, 10 cents per share. Underwriter—The 
Cromer Brokerage Co., Salt Lake City. To liquidate 
debts and provide funds for operating expenses. 


Murphy Ranch Mutual Water Co., Whittier, 
California 

March 21 (letter of notification) 1,118 shares of common 
stock to be sold at $9.18 per share. Underwriter—San 
Gabriel Development Co. For capital additions and ex- 
tensions. 

National Airlines, Inc. 
April 14 filed 76,013 shares of capital stock, of which 
66.013 shares will be sold to Bessemer Securities Corp. 
at $6.50 per share and 10,000 shares will be issued to 
company’s attorney in payment for services rendered 
over past three years. 

Nielsen Television Corp., New York 

Feb. 24 (letter of notification) 4,000 share of 6% cumula- 
tive non-convertible preferred stock (par $25) and 10,000 
shares of common stock (par 25¢). Underwriter—Charles 
H. Drew & Co., New York. Offering—To be offered in 
units of one preferred share and 24% common shares at 
$25.625 per unit. Capital requirements. 


@ Novel Appliances, Inc., New York 

April 25 (letter of notification) 15,000 5-year warrants 
exercisable only after May 15, 1950, to purchase 15,000 
common shares at par. 


Novel Appliances, Inc., New York 
April 18 (letter of notification) 25,000 shares of common 
stock (par $1). Underwriter—Ackerman, Conte, Mattielli 
& Co., New York. Price—$1.25 per share. Working capi- 
tal, etc. 
@ Oil Prospectors, Inc., Fort Worth, Texas 
April 19 (letter of notification) 300,000 shares of capital 
stock (par $1). Price, par. No underwriter. To maintain 
the oil company and to finance drilling and prospecting 
operations. 

Pacific Gas & Electric Co. (5/4) 
April 5 filed 1,500,000 shares of redeemable first pre- 
ferred ($25 par) stock. Underwriters—Blyth & Co., Inc. 
Proceeds—To finance construction. 


Palestine Economic Corp., New York 
March 28 filed 600,000 shares ($25 par) common stock. 
Price—$28 per share. Underwriter—None. Proceeds— 
For development of industries and real estate and the 
balance for working capital and general corporate pur- 
poses. 

Peninsular Telephone Co. (5/10) 
April 20 filed 42,448 shares (no par) common stock, to 
be offered stockholders on May 10 on a 1-for-5 basis, 
with rights expiring May 24. Underwriters—Morgan 
Stanley & Co., Coggeshall & Hicks and G. H. Walker & 
Co. will purchase unsubscribed shares after officers and 





employees have chance to purchase same. Proceeds—For 
general corporate purposes. Expected May 10. 
Potomac Electric Power Co. (5/9) 

April 14 filed $10,000,000 first mortgage bonds, due 1984. 
Underwriters—Names to be determined through com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; The First Boston Corp.; Lehman Brothers, Stone & 
Webster Securities Corp. and Union Securities Corp. 
(jointly); Carl M. Loeb, Rhoades & Co. and Lee Hig- 
ginson Corp. (jointly); Merrill Lynch, Pierce, Fenner & 
Beane, White, Weld & Co. and Salomon Bros. & Hutzler 
(jointly). Proceeds—For construction. Bids expected 
to be opened May 9. 


Potomac Electric Power Co. (5/9) 
April 14 filed 592,250 shares of common stock (par $10) 
Underwriters—Dillon, Read & Co. Inc., New York: Auch- 
incloss, Parker & Redpath, Washington, D. C.: Alex. 
Brown & Sons, Baitimore. Offering—To be offered for 
subscription by stockholders on 1-for-5 basis. Proceeds 
—For investment. Expected May 9. 


® Power Petroleum Ltd., Toronto Canada 

April 25 filed 1,150,000 shares ($1 par) common. Price— 
50 cents per share. Underwriters—None named, but the 
offering will be underwritten on best efforts basis. Pro- 
ceeds—For administration expenses and drilling. 

® Pumice Sales Corp., Seattle, Wash. 

April 19 (letter of notification) 4,000 shares of non- 
assessable common (par $25). Price, par. No underwrit- 
er. To buy machinery and equipment, for plant construc- 
ticn and other expenses. 


Renaissance Films Distribution, Inc., 
Montreal, Que. 
Oct. 29 filed 40,000 shares (par $25) 5% cumulative 
convertible class B preferred stock and 10,000 shares of 
C stock (no par). Underwriting—None. Offering—Class 
B preferred will be offered at $25 per share with one 
share of class C given as a bonus with each 4 shares of 
class B purchased. Proceeds—To pay balance of current 
liabilities and working capital. 
Robinson Plywood & Timber Co., Everett, 
Washington 
Nov. 17 filed 271,025 shares ($1 par) common stock, of 
which 105,000 shares are to be offered by company, and 
166,025 shares by 15 selling stockholders. Underwriter— 
Blyth & Co., Inc. Proceeds—To company from the sale 
of the 105,000 shares will be added to working capital, 
except about $275,000 may be advanced to a new sub- 
sidiary to be used by it in making part payment of the 
option purchase price of one-half of the stock of Conifer 
Timber Co., Fortson, Wash. Indefinitely postponed. 
Rochester Gas & Electric Co. (5/3) 
May 26, 1947 filed 50,000 shares ($100 par) series G, cu- 
mulative preferred stock. Underwriters—Names to be 
determined through competitive bidding. Probable bid- 
ders: Harriman Ripley & Co.; Lehman Brothers: The 
First Boston Corp. and Smith, Barney & Co. (jointly); 
Union Securities Corp. Proceeds—To redeem outstand- 
ing bonds and short-term borrowings. Bids—Bids for 
purchase of the stock will be received up to noon (EDT) 
May 3 at Room 2601, 61 Broadway, New York. 
Rosecroft Trotting & Pacing Association, Inc., 
Oxon Hill, Md. 
April 12 filed 1,250 shares of common (par $100) and 
1,250 shares of $6 cumulative preferred (par $100). 
Offering—To be offered in units of one share each to 
present stockholders at $100 per share for both issues. 
Unsold stock will be offered by the Association. Un- 
derwriter—None. Proceeds—For plant construction 
and working capital, 
Roosevelt Oil & Refining Corp., Mt. Pleasant, 
Michigan 
April 13 (letter of notification 1,050 shares (no par) 
common. Price—About $8.50 per share. Underwriter— 
F’. Eberstadt & Co., Inc., New York. Proceeds to selling 
stockholder. 
Shomee Oil Corp., St. Louis, Mo. 
March 28 (letter of notification) 150,000 shares of class A 
common (par $1). Price, par. Underwriter — John R. 
Kauffmann Co., St. Louis, Mo. For working capital. 


@ Smith (H. D.) Manufacturing Corp., Roseville, 
Michigan 
April 18 (letter of notification) 125,000 shares of common 
(par $2). Underwriter—Charles E. Bailey & Co., Detroit. 
Price, par. To pay current liabilities, buy new machinery 
and to provide additional working capital. 
South Carolina Electric & Gas Co. 

April 11 filed an issue of common stock (par $4.50) to be 
offered for subscription by stockholders. Number of 
shares, record date, and subscription price by’ amend- 
ment. Underwriter—Names by amendment. Probable 
bidder, Peabody & Co. Proceeds—To finance construc- 
tion program. 


Southern Airways, Inc., Birmingham, Ala. 
March 28 (letter of notification) 100,000 shares of com- 
mcn capital stock (par $3). Price, par. Underwriter—By 
amendment. To activate airline routes. 


Southern States Iron Roofing Co., Savannah, 
Georgia 
Feb. 21 filed 30,000 shares ($1 par) common stock, to be 
sold at $10 per share on behalf of three stockholders. 
Underwriting—None. 


® Spalding Realty Corp., Montezuma, Ga. 

April 18 (letter of notification) preorganization sub- 
scriptions to 10,000 shares of 4% cumulative preferred 
stock (nar $19) and to 10,000 shares of common (par $1). 
Price, par, both issues. No underwriter. John T. Mc- 
Kenzie is organizing the company. To pay for land and 
to finance construction of manufacturing plant. 


Spreckels Companies, San Francisco, Calif. 
April 15 filed 125,600 shares ($10 par) capital stock and 





$4,000,000 5% sinking fund debentures, due March 1, 
1969. No underwriter. To pay off notes and for working 
capital. 

Stanley Works, New Britain, Conn. 
April 13 (letter of notification) about 5,660 shares of 
common. Price—Approximately $53 per share. No un- 
derwriter. For general corporate purposes. 


© Suburban Finance Corp., Watertown, Mass. 
April 21 (jietter of notification) $100,000 of 5% 10-year 
debentures. No underwriter. To expand small loan busi- 
ness and develop into the sales finance field. 


Suburban Gas Service, Inc., Ontario, Calif. 
March 31 (letter of notification) 4,000 shares ($25 par) 
series B preferred and 20,000 shares ($1 par) common— 
issuable upon conversion of preferred. Price—Preferred 
$25 per share. Underwriters—Wagenseller & Durst, Inc., 
and Lester & Co. To buy Antelope Liquid Gas Co. 


Tennessee Odin Insurance Co., Knoxville, Tenn. 
March 29 (letter of notification) 3,800 shares (no par) 
capital stock. Price—$8.50 per share. Underwriters— 
J. C. Bradford & Co.; Elder & Co.; Strader, Taylor & 
Co.; Bullington-Schas & Co.; Marx & Co.; Stein Bros. & 
Boyce. 


@ Texas Engineering & Manufacturing Co., Inc., 
Dallas, Texas 

April 22 (letter of notification) not more than $100,000 

($1 par) common stock. Price, at market. Underwriters 

—Beer & Co.; Merrill Lynch, Pierce, Fenner & Beane 

and Rauscher, Pierce & Co. 


Thompson Industries, Inc., Boston 

March 31 filed 120,000 shares ($1 par) convertible pre- 
ferred stock. Offering—32,214 shares are to be offered 
to holders of present $6 cumulative preferred stock at 
the rate of one new share for each one held on an ex- 
change basis. The remainder are to be offered on a pro 
rata basis to other holders of $6 cumulative preferred 
stock at $15 a share. Underwriter—None. Proceeds—To 
modernize restaurant operations. 


Toledo (Ohio) Edison Co. (5/2) 

March 18 filed $2,500,000 first mortgage bonds, due 1979. 
Underwriters—Names to be determined through com- 
petitive bidding. Probable Bidders: Halsey, Stuart & 
Co, Inc.; The First Boston Corp.; Glore, Forgan & Co.; 
Harriman Ripley & Co.; Equitable Securities Corp.; 
Union Securities Corp., and Salomon Bros. & Hutzler 
(jointly); Kidder, Peabody & Co. and White, Weld & Co. 
(jointly); Lehman Brothers and Bear, Stearns & Co. 
(jointly). Purpose—To provide part of the new capital 
required for construction. Bids—Bids for purchase of 
bonds will be received up to 11 a.m. (EDT) May 2 at 
Room 1600, 70 Pine Street, New York. 


® Tower Finance Corp., Chicago, IH. 
April 21 (letter of notification) 4,000 shares of 6% pre- 
ferred (par $50). Price, par. No underwriter. For work- 
ing capital. 
@ Trans-America Music Corp. 
April 26 (letter of notification) 1,200,000 shares of com- 
mon stock (par 1¢). Price—25 cents per share. Under- 
writer—R. N. Real & Co., New York. Organizational 
expenses, working capital, etc. 

Trenton Chemical Co., Detroit, Mich. 
March 30 filed 131,841 shares 6% cumulative convertible 
class B preference ($2 par). Underwriters—Straus & 
Blosser, Chicago; Carr & Co., Detroit, and Lester & Co., 
Los Angeles. Proceeds—To build chemical plant and to 
replace working capital used for capital additions. [Un=- 
der a previous registration statement (No. 7637), which 
became effective Sept. 24, 1948, company sold 43,159 
shares of 6% cumulative preferred stock for a total of 
$$7,108 and removed 131,841 shares from registration 
March 21, 1949.} 


Mrs. Tucker’s Foods, Inc., Sherman, Texas 
Nov. 26 filed 200,000 shares of common stock (par $2.50) 
of which 80,000 will be sold by the company and 120,000 
shares by certain stockholders. Underwriter—Rauscher, 
Pierce & Co., Inc., Dallas, Texas. Proceeds—For general 
corporate purposes, ’ 
® Tyson Bearing Corp., Jersey City, N. J. 

April 19 (letter of notification) 86,200 snares of capital 
stock (par $1). Price—$3.25 per share. To be offered 
for subscription by stockholders. The enterprise Corp. 
70 Pine Street, New, York, a substantial stockholder has 
agreed to subscribe 000 shares and has option to 
purchase any shares not subscribed for by stockholders. 
Enterprise may resell the acquired shares. Working 
capital. 

@ United Biscuit Co. of America 

April 27 filed 80,000 shares (no par) cumulative pre- 
ferred stock. Underwriter—Goldman, Sachs & Co., New 
York. Proceeds—To apply payment on $3,000,000 of 
notes held by Manufacturers Trust Co., New York, and 
for general funds. 


Upper Peninsula Power Co. 
Sept. 28 filed 200,000 shares of common stock (par $9). 
Underwriters — Names to be determined through com- 
petitive bidding. Probable bidders include Kidder, Pea- 
body & Co., Merrill Lynch, Pierce, Fenner & Beane and 
Paine, Webber, Jackson & Curtis (jointly). Proceeds— 
Will go to selling stockholders. Consolidated Electric & 
Gas Co. and Middle West Corp. will setl 120,000 shares 
and 34,000 shares, respectively; Copper Range Co., 34,006 
shares and several individual owners 11,200 shares. 


Utah Power & Light Co. (5/2) 
March 15 filed $3,000,000 first mortgage bonds, due 1979, 
Underwriters—Names to be determined through com- 
petitive bidding. Probable bidders: Lehman Brothers 
and Bear, Stearns & Co. (jointly); Halsey, Stuart & Co: 
Inc.; White, Weld & Co.; Harriman Ripley~& Co., Inc.; 
Salomon Bros. & Hutzler; The First Boston Corp. and 
Blyth & Co., Inc. (jointly); Otis & Co. Proceeds—For 
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corporate purposes, including construction. 
about May 2. 

@ Vensom Cc., iInc., Montgomery, Ala. 
April 21 (letter of notification) 10,000 shares of common 
stock. Price—$2.50 per share. Underwriter—Court & 
Co., Atlanta, Ga. For working capital. 


Waltham Watch Co., Waltham, Mass. 
April 12 (letter of notification) 18,000 shares ($1 par) 
common. Price at market. Underwriter—J. & W. Selig- 
man & Co., New York. 
@® Weatherby’s, Inc., South Gate, Calif. 
April 21 (letter of notification) about 720 shares of com- 
mon stock (par $100). Price, par. No underwriter. For 
expansion. 

Westchester Lighting Co. (5/3) 
April 1 filed $12,000,000 general mortgage bonds, due 
1979 (guaranteed unconditionally as to principal and in- 
terest by the Consolidated Edison Co. of New York, Inc.). 
Underwriting—To be decided under competitive bidding. 
Probable bidders include: Morgan Stanley & Co.; Halsey, 
Stuart & Co. Inc.; Merrill Lynch, Pierce, Fenner & 
Beane; White, Weld & Co.; Stone & Webster Securities 
Corp. and Lehman Brothers (jointly); Harriman Ripley 
& Co.; The First Boston Corp.; Salomon Bros. & Hutzler. 
Proceeds—To be applied toward retirement of $10,000,000 
of outstanding bonds and to repay indebtedness owing 
Consolidated Edison. Bids—Bids for purchase of bonds 
will be received up to 11 a.m. (EDT), May 3, at Room 
1628, 4 Irving Place, New York. 


Western American Life Insurance Co., Reno 
March 30 filed 12,500 shares ($10 par) common stock. 
Price—$40 each. Underwriter—To be named by amend- 
ment. Proceeds—To qualify the company to sell life in- 
surance in any state. 


® Young (Thomas) 
New Jersey 
April 20 (letter of notification) 2,000 shares of common 
stock (par $1). Price—$30 per share. Underwriter-— 
Smith, Barney & Co. will act as agents. Proceeds to 
selling stockholder. 


Prospective Offerings 


® Admiral Corp. 

April 14 stockholders voted to increase authorized com- 
mon stock from 1,000,000 to 1,200,000 shares ($1 par). 
Company has no definite plan for disposal of the addi- 
tional stock. It might be sold privately or publicly, ex- 
changed for assets of other companies, or issued in the 
future as a dividend, the comnany said. Traditional 
underwriter, Dempsey & Co., Chicago. 


@® Armstrong Cork Co. 

April 13 stockholders approved an increase in author- 
ization to $25,000,060. Company plans no immediate 
borrowing but wishes to avoid any long waiting period 
should it wish to borrow in the future. Traditional 
underwriters: Smith, Barney & Co.; The First Boston 
Corp.; Kidder, Peabody & Co. 


® Atlantic Coast Line RR. 

In anticipation of the maturity on July 1, 1952, of its 
first consol. mortgage bonds, stockholders April 19 voted 
to amend indenture of general unified mortgage, dated 
April 1, 1914. At present, there are outstanding $50,- 
724,000 of first consolidated mortgage, 50-year, 4% bonds 
in the hands of the public and $465,000 are pledged by 
company. To provide for the maturity of these bonds, 
the road has in its treasury $100,479,000 of general uni- 
fied mortgage bonds. With the retirement of the first 
consolidated mortgage bonds, the general unified 
mortgage bonds then would become the first and 
only lien, excluding equipment trust certificates, on all 
the company’s lines. Under the proposed amendment to 
the indenture of the unified bonds, the management 
would have the right to determine the interest rate, 
conversion, sinking fund, prior redemption provisions 
and maturity date, except that the maturity date may not 
be later than June 1, 2014. The change would not affect 
the series A and series B general unified mortgage bonds 
a Probable bidders include Halsey, Stuart & 

6. inc, 


California Water & Tele } Co. 
Apfil 16 reported company is arranging the sale of 
$1,000,000 342% bonds to provide part of funds required 
to meet 1949 construction program which calls for ex- 
penditures of over $3,250,000. 


® Central Arizona Light & Power Co. 
May 9 stockholders will vote on authorizing an issue of 
200,000 shares of cumulative preferred stock (par $50); 
on reducing authorized $1.10 cumulative preferred from 
300,000 to 160,000 shares (par $25) and changing author- 
ized common from 1,500,000 shares (no par) to 2,000,000 
shares (par $5). New financing proposed for 1949 in- 
volves sale of 80000 preferred shares for $4,000,000 and 
issuance of $4,000,000 first mortgage bonds. 
Chicago Great Western RR. (5/5) 

Company will receive bids up to noon (CDT) May 5 at 
its office, 309 W. Jackson Boulevard, Chicago, for the 
purchase of $7,020,000 equipment trust certificates, dated 
May 1, 1949, due $260,000 semi-annually Nov. 1, 1949- 
Nov. 1, 1962. Probable bidders: Halsey, Stuart & Co. 
oo eecaegei iy & Hutzler, Harris, Hall & Co. (Inc.), 

rriman Ripley Co. and Lehman Brothers (jointly); 
The First Boston Corp. tes oncde 

Chicago & North Western Ry. (5/4) 
Company will receive bids up to noon (CDT) May 4 at 
400 West Madison Street, Chicago, for the purchase 
of $6,210,000 equipment trust certificates. Bidders at 
the sale are invited to submit alternate. proposals for 
certificates .mutuxring. in. 1-to-10 years and for the same 


Expected 


Orchids, Inc., Bound Brook, 


certificates maturing in 1-to-15 years. Probable bidders: 
Halsey, Stuart & Co. Ine.; Salomon Bros. & Hutzler; 
Harris, Hall & Co. (Inc.); Harriman Ripley & Co. and 
Lehman Brothers; The First Boston Corp. 


Chicago Rock Icsiand & Pacific RR. (5/3) 
Company will receive bids at its office, Room 1136, La 
Salle Street Station, Chicago, up to noon (CDT) May 3 
for the purchase of $3,528,000 equipment trust certifi- 
cates, series D, dated May 15, 1949, due in 24 equal semi- 
annual instalments from Nov. 15, 1949-May 15, 1961. 
Probable bidders: Halsey, Stuart & Co. Inc., Salomon 
Bros. & Hutzler, Harris, Hall & Co. (Inc.), Harriman 
Ripley & Co. and Lehman Brothers (jointly). 


Columbia Gas System, Inc. (5/24) 

April 20 company announced that it plans to sell an 
additional 1,345,300 shares of common stock pursuant to 
a subscription offer to its stockholders. It is presently 
contemplated that, subject to market conditions remain- 
ing satisfactory, the offer will be made on or about 
May 24, 1949, and will be substantially similar in form 
to the offering made by the corporation last October, 
which was 91% over-subscribed. While the offering will 
not be underwritten, the corporation plans to pay se- 
lected security dealers a fee for soliciting subscriptions. 
Stockholders will receive a primary right to subscribe 
for one share for each ten shares held and an additional 
privilege to subscribe to a larger number of shares, sub- 
ject to allotment, out of the shares not taken by other 
stockholders pursuant to the primary subscription right. 
The proceeds from the sale of the stock will be used to 
finance part of the 1949 construction program of the 
Columbia Gas System. 


@ Consolidated Engineering Corp. 

April 12 stockholders voted approval of an increase in 
the authorized common stock from 250,000 to 500,000 
shares. No specific use for the additional stock is cur- 
rently in sight, it is stated. 


Deep Rock Oil Corp. 
April 19 stockholders voted to increase authorized capital 
stock to 1,000,000 from 400,0C0 shares (par $1). They 
also approved a proposal to waive pre-emptive rights to 
acquire any additional shares that may be issued. The 
company said it has no immediate plans for issuance of 
additional shares. 
@ Delaware Power & Light Co. 
April 19 stockholders authorized directors to double the 
number of authorized ($100 par) preferred shares and 
to increase the unsecured debt. The preferred shares 
are increased from 100,000 to 200,000 shares. There is 
no present plan for issuing new shares or increasing 
the company’s debt, but the approval now will clear the 
way if directors need additional funds next summer to 
finance construction. 
® Empire District Electric Co. 
April 13 stockholders voted to increase authorized com- 
mon from 400,000 to 550,000 shares (par $10) and modi- 
fied preemptive rights of stockholders. 
@® Erie RR. (5/24) 
April 21 reported company expects to ask for bids to be 
opened April 24 on $3,450,000 equipment trust certi- 
ficates. Probable bidders: Halsey, Stuart & Co. Inc.; 
Salomon Bros. & Hutzler; The First Boston Corp.; Harris 
Hall & Co. (Inc.); Harriman Ripley & Co. and Lehman 
Brothers (jointly). 
@ Ex-Cell-O-Corp. 
April 14 stockholders voted to increase authorized com- 
mon from 500,000 shares to 1,000,000 shares. Company 
does not plan issuance of additional stock at this time. 
Traditional underwriter, Baker, Simonds & Co. 


Keller Motors Corp., Huntsville, Ala. 
Aprii 11 corporauon piaus public offering of 5,000,000 
shares common stock proceeds to provide capital to en- 
gage in volume production. Underwriter, Greenfield, 
Lax & Co., Inc., New York. 


@® Michigan Consolidated Gas Co. 

April 21 reported company has under consideration sale 
of $25,000,000 18-year debentures. This offering wouid 
replace the $14,000,000 in bonds and $7,000,000 in pre- 
ferred stock for which the company previously had plan- 
ned. Probable bidders: White, Weld & Co. and Salomon 
Bros. & Hutzler (jointly); Glore, Forgan & Co. and W. 
C. Langley & Co. (jointly); Lehman Bros.; Harris, Hall 
& Co. (Inc.); Halsey, Stuart & Co. Inc.; Harriman Ripley 
& Co., Inc.; Dillon Read & Co.; The First Boston Corp. 


@® New England Electric System 
April 28 company announced that it intends to sell, in 
the near future, at competitive bidding 123,100 shares of 
capital stock of Boston Edison Co., 15,175 shares of cap- 
ital stock of Lynn Gas & Electric Co. and 8,607 common 
shares of Western Massachusetts Co. which it now owns, 
or such part or parts thereof as NEES may determine. 
Any person or persons who desire an opportunity to 
submit an offer or offers to purchase one or more of 
such blocks of shares should notify Harry Hanson, 
Treasurer Of NEES, accordingly by letter addressed to 
him at Room 1133, 441 Stuart St.. Boston 16, Mass., and 
delivered to him there not later than May 2, When and 
if NEES decides to sell such shares, it will advise all 
persons by whom it has been so notified of the time 
and place at which bids for the shares to be so sold will 
be received and opened by NEES. 
@ New York Central RR. 
April 26 company asked ICC authority to issue $10,- 
725,000 equipment trust certificates in coinnection with 
the. purchase of new equipment. Probable bidders: Hal- 
sey, Stuart & Co. Inc.; Harriman Ripley & Co. and Leh- 
man Brothers; Salomon Bros. & Hutzler; The First Boston 
Corp.; Harris, Hall & Co. (Inc.). 
@ New York New Haven & Hartford RR. 
April 13 stockholders authorized issuance of not exceed- 
ing $3,500,000 of equipment obligations, Probable bid- 


ders: Harris, Hall & Co. (Inc.);: Halsey, Stuart & Co. Inc.; 
Salomon Bros. & Hutzler, Lehman Brothers and Bear, 
Stearns & Co. (jointly). 


@ New York State Electric & Gas Corp. 

April 27 reported company will be in the market shortly 
with stock offerings to finance construction and pay off 
small bank loans. Company expects to offer additional 
common stock to its present shareholders in an amount 
sufficient to raise $3,000,000. After that, it is planned 
to raise $4,000,000 through an offering of new preferred 
stock. It is expected that the senior issue will be sold 
via competitive bidding, although the condition of the 
preferred stock market at the time may influence the 
method of sale. Final details have yet to be worked out. 


® Pennsylvania RR. (5/18) 

April 21 it was reported company plans to ask for bids 
on $11,000,000 equipment trust certificates on May .18. 
Probable bidders: Halsey, Stuart & Co. Inc.; Salomon 
Bros. & Hutzler; The First Boston Corp.; Harriman 
Ripley & Co. and Lehman Brothers (jointly). 


® Public Service Co. of New Hampshire 

April 25 reported compary plans to sell about $4,000,000 
bonds at an early date. Possible bidders: Halsey, Stuart 
& Co. Inc. (bonds only); The First Boston Corp. and 
Coffin & Burr Inc. (jointly); Kidder, Peanody & Co. 
and Blyth & Co. (¢jointiy); Smith, Barney & Co. and 
Harriman Ripley & Co. (jointly). 


© Public Service Co. of Oklahoma 

April 23 reported company exnects to sell 50.000 pre- 
ferred shares in near future. Probable bidders include 
Glore, Forgan & Co. and Smith, Barney & Co. 


Public Service Electric & Gas Co. (5 10) 

April 18 stockholders empowered the directors to author- 
ize an indenture or indentures and the issuance there- 
under of not more than $75,000,000 of first and refunding 
mortgage bonds due 1979. Proceeds from the proposed 
sale of the bonds will be used (1) to pay at maturity 
in June and November, 1949, $28,455,800 of prior lien 
bonds, (2) to pay in advance of maturity $20,000,000 
2-214% bank loans due Sept. 10, 1950. and (3) the bal- 
ance will be added to the general funds of the company. 
Competitive bids will be invited for the purchase of the 
bonds at a price not iess than 100° nor more than 
10234% of their principal amount. Such bids will spe- 
cify the interest rate to be borne by the bonds and the 
price to be paid to the company therefor. Probable 
bidders: Halsey, Stuart & Co. Inc., The First Boston 
Corp., Morgan Stanley & Co., Kuhn, Loeb & Co. and 
Lehman Brothers (jointly). Bids expected to be opened 
May 10. 
® Southern California Edison Co. 
April 20 California P. U. Commission authorized the 
company to issue 800,000 additional shares of its common 
stock. Underwriters to be headed by Hartis, tlall & Co. 
(Inc.) and The First Boston Corp. 


Southern Indiana Gas & Electric Co. (6/1) 
April 8 directors approved the filing of a petition with 
the P, S. Commission of Indiana for authority to issue 
up to $3,000,000 in first mortgage bonds to be sold at 
competitive bidding. Proceeds of the issue are to finance 
a continuation of the company’s construction program. 
Bids expected to be opened on or about June 1. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; The First Boston 
Corp.; White, Weld & Co. and Shields & Co. (jointly); 
Kidder, Peabody & Co.; Union Securities Corp.; Harri- 
man Ripley & Co.: Carl M. Loeb, Rhoades & Co. j 


® Southern Natural Gas Co. 

April 21 company asked SEC perrnission to issue 141,358 
shares of common stock, to be offered for subscription 
by stockholders, in ratio of one new share for each 10 
shares held, with privilege of subscribing for shares not 
subscribed for. Proceeds are tc be applied to finaneing 
company’s construction program und to purchase addi- 
tional common stock of Alabama Gas Corp., subsidiary: 
Issue will not be underwritten. 


® Southern Ry. 
April 26 reported company plans the sale in June of 
$7.500,000 equipment trust certificates. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler; 
The First Boston Corp.; Harriman Ripley & Co. and 
Lehman Brothers. 


® Southwestern Gas & Electric Co. 

April 23 reported company plans sale of $4,500,000 bonds 
and $2,500,000 preferred stock in near future. Probable 
bidders include: Blyth & Co., Inc., and Stone & Webster. 
Securities Corp.; Lehman Brothers; Halsey, Stuart & 
Co. Inc. (bonds); White, Weld & Co.; Harriman Ripley 
& Co.; The First Boston Corp.; Glore, Forgan. & Co. 
and W. C. Langley & Co. (jointly); Merrill Lynch, 
Pierce, Fenner & Beane. 


@® Union Gat System, Inc. 

April 25 reported company plans to: sell 2,000 shares 
($100 par) preferred stock and 7,000 common shares this 
summer to finance its construction program, Stock- 
holders at meeting April 29 will approve an increase in 
the authorized capitalization. The authorized preferred 
stock is to be increased from 5,000 to 10,000 shares and 
the common from 80,000 to 100,000 shares. Stockholders 
will be given preemptive rights to buy the new shares 
which are scheduled to be offered between June 1 and 
Aug. 31. 

@ Washington Terminal Co. (5/11) 

Bids for the purchase of $1,500,000 first mortgage bonds 
(guaranteed) series B; due May 1, 1974, will be received 
up to Noon (EDT), May 11, at Room 1811, Broad Street 
Station, Philadelphia. Probable bidders: Dillon, Read & 
Co. Inc.; The First Boston Corp.; Central Republic Co.; 
Harriman Ripley & Co. and Alex. Brown & Sons 
(jointly); Kuhn, Loeb & Co.; Halsey, Stuart & Co. Inc. 
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This really was “clean-up 
week” in the new issue bond 
market. It may have been touched 
off, as some bankers were in- 
clined to believe, by the appear- 
ance a week ago of two of the 
so-called “big five’ insurance 
companies as buyers of Rochester 
Gas & Electric’s new 3s on a 
2.97% yield basis. 


Whatever the cause, and it 
may have been that, indications 
ef easing money tendencies and 
a letdown in industrial demand 
for credit accommodation were 
contributing factors, the point 
is that underwriters’ and 
dealers’ shelves are more nearly 
free of corporate “left-overs” 
than at any time in six or seven 
weeks. 


Two of the most recent large, 
issues, namely New England Tele- 
phone & Telegraphs 25-year 3s, 
and the $50,000,000 of Common- 
wealth Edison debenture 3s, both 
of which had lagged persistently, | 
have been virtually cleared away. | 


| 

Some people, however, are a | 
bit cagey about looking upon | 
the buying activities of the two | 
big insurance firms as evidence | 
of a definite reorientation of 
their views by the rank and file | 
‘of such companies. 


They have been hard bargainers| basis and there is little question 
for more than a year and the more | but that the bulk will be placed in 


cautious people in the new issue 
field would 


jumping to the conclusion that 
portfolio managers for 


so doggedly for so long. 


C.LT. 


Dealers now 
situation closely for a break 
the ranks of the banks 


have been decidedly cool to the 
recently offered $50,000,000 
C.1.T. Financial Corp.’s 10-year 
254% debentures. 

This intermediate term 


%s Lagging 


loan is 





Office Space Avaiiabie 


Completely equipped 
office available 42 Broadway. Suitable 
one or two. Reception room. Ideal for 
trading firm desiring to cut overhead. 


attractive small 


Established retail dealer will give busi- | 


Box B 428, 
25 


ness and keep part of office. 
Commercial & Financial Chronicle, 
Park Place, New York 8. 





SITUATION WANTED 


Cashier-Bookkeeper—FC 
AVAILABLE 


Due to a change in operations we 
offer this His 
qualifications and initiative can be 
to any 
Possesses a definite knowledge of 
Wall Street procedure, accounting, 
tax, payroll and SEC requirements. 
Can prove invaluable if you have 
need for such services. Box L 427, 
Commercial & Financial Chronicle, 
25 Park Place, New York 8. 








man regretfully. 


an asset organization. 














Meeting Notice 





NORFOLK AND WESTERN RAILWAY 
COMPANY 


Roanoke, Virginia, April 1, 1949. 
NOTICE OF ANNUAL MEETING 
OF STOCKHOLDERS 
The Annual Meeting of Stockholders of Nor- 
folk and Western Railway Company will 
held, pursuant to the By-laws, 
office of the Company in Roanoke, Virginia, on 
Thursday, May 12, 1949, at 10 o’clock A. M., 
to elect four Directors for a term of three years. 
Stockholders of record at the close of business 
April 22, 1949, will be entitled to vote at such 
meeting 
By order of the Board . Directors, 
L. . COX, Secretary. 


|ever to consider suggestions or 


| satisfied that American Telephone 
|& Telegraph Co.’s newest capital 
| venture, approximately $400,000,- 
| 000 of new 3%% 


| with every effort to assure rais- 
_ing of this vast fund. 


like to see a bit} 
more activity on their part before 


the big | 


investors are really disposed to| 
shade their ideas on yields held | 


are watching the | 
in | 
which | 


of | 


1} 


be | 
at the principal | 


' still reported available at the is- | 


sue price and there is some ex-| 
pectation that the cleaning up of | 
the other big offerings may soon | 
be reflected in a better demand | 
for this issue. 


Potential buyers, it is under- 
stood, had been hoping that the 
C.LT’s would make their ap- 
pearance on about a 2.75% 
basis. Disappointed when it 
came out on a 2.70 basis, they 





have been inclined to stand 
aside. 


Talk of Private Deals 


In some market quarters there 
is a feeling that we are facing 
another outbreak of privately 
placed financing deals. There has 
been something of a lull in this 
type of operation. 


But pointing to the more or 
less dormant situation which 
rules in the general bond mar- 
ket, and their inability to 
arouse any interest in blocks 
of the type that would attract 
institutional buyers, observers 
are inclined to believe that the 
latter have private prospects in 
view. 


Insurance buyers, especially, it 
is noted are in no hurry whatso- 


offerings at the moment. 


Amer. Tel. & Tel. 3'4s 
Close students of the market are 


debentures, of 
10 years maturity, has been set up 


The issue goes first to stock- 
holders of course, on a “rights” 


that manner. 


But there is evidence of some 
selling of the company’s 1957 
and 1961 maturities by holders 
for the purpose of being in 
funds to take up the new issue. 
Sanecinten is that the new de- 


DIVIDEND NOTICES 


I esos Silla 


ec OFFORATED 


111 Fifth Avenue New York 3, N. Y. 


ae 
Eve, 
175TH ComMMON DivIDEND 
A regular dividend of Seventy-five Cents 
| (75¢) per share has been declared upon the 
Common Stock of Tuk AMERICAN TOBACCO 
ComPANy, payable in cash on June 1, 1949, 
to stockholders of record at the close of busi- 
ness May 10, 1949. Checks will be mailed. 
EpMUND A. 
April 26,1949 


HarveY, 7 veasurer 








DIVIDEND No. 157 


bentures probably will rule | 
around 109% to yield 2.05% or | 
thereabouts until first conver- | 
sions start, and it is observed | 
that banks could be interested 
if and when the issue backs | 
down to a 2.50 to 2.55% return. 


Pacific Gas & Electric 


The only really large 
definitely in the cards for next 
week is that projected by the 
Pacific Gas & Electric which has 
been exempted from its competi- 
tive bidding rule by the Securities 
and Exchange Commission. 

This deal involves the market- 
ing of 1,500,000 shares of new re- 
deemable first preferred stock of 
$25 par value which doubtless will 
be handled by a nationwide 
banking group headed by a west 
coast firm. 

The proceeds, approximately 
$37,500,000, will place the issuer 
in funds to finance its construc- 
tion program. 


Farwell, Chapman Adds 


(Special to THe FrINnanciaL CHRONICLE) 


CHICAGO, ILL. — Joseph A. 
Rein has become associated with 
Farwell, Chapman & Co., 208 
South La Salle Street, members 
of the New York and Chicago 
Stock mannaeate st 


J. Barth Adds to Staff 


(Special to THe FINANCIAL CHRONICLE) 


SAN FRANCISCO, CALIF.— 
Chester W. Bunnell, Jr. has been 
added to the staff of J. Barth & 
Co., 482 California Street, mem- 
bers of the New York and San 
Francisco Stock Exchanges. 


DIVIDEND NOTICES | 


BROWN CO., BERLIN, NEW HAMPSHIRE 
A dividend of $1.50 per share on the $6 
preferred stock of Brown Company has been 
declared by the Directors, payable June 1, 1949 
to holders of Voting Trust Certificates for 
Preferred Stock of record the close of 
business May 16, 1949 
F. G. COBURN, President. 


CITY INVESTING COMPANY 
25 BROAD STREET, NEW YORK 4, N. Y. 


The Board of Directors of this company on 
April 21, 1949 declared the regular quarterly 
dividend of $1.375 per share on the outstanding 
5!2% Series Cumuiative Preferred Stock of the 
company, July 1, 
of record at close 
17, 1949. 


The Board of Directors of this company on 
April 21, 1949 declared a dividend of 15 cents 
per share on the Common Stock outstanding 
of the company, payable May 15, 1949 to stock- 
holders of record at the close of business on 
May 2, 1949. 

EDWARD FRAHER, Secretary. 


issue 


at 


1949 to stockholders 
business on June 


payable 


the of 


Joins Nathaniel Goodhue | With Shuman, Agnew Co. 


(Special to THe FINanciaL CHRGNICLE) 


BOSTON, MASS. — Thomas D. 


| Boardman is associated with Na- 


thaniel Goodhue, 84 State Street. 


Joins Hope Staff 


(Special to THE FINANCIAL CHRONICLE) 
SAN DIEGO, CALIF.—Edward | 
M. Tobin has joined the staff of | 
Hope & Co., San Diego Trust & 
Savings Building. 


DIVIDEND NOTICES 








- FERRO ENAMEL 
CORPORATION 


CLEVELAND. OHIO 


The Board of Directors of the Ferro 
Enamel Corporation has this day de- 
clared a Dividend of thirty-five cents 
($.35) per share on the outstanding 
common stock of the Company, pay- 
able June 25, 1949, to ‘shareholders 
of record on June 3, 1949, 

April 19, 1949 G. W. WALLACE, Treasurer 








EATON MANUFACTURING COMPANY 


Cleveland 10, Ohio 
DIVIDEND NO. 100 


The Board of Directors of 

Eaton Manufacturing 
Company has declared a dividend of 
Fifty Cents ($0.50) per share on the 
1,792,520 $2.00 par value common 
shares of the Company issued and out- 
standing, payable May 25, 1949, to 
shareholders of record at the close of 
business, May 5, 1949. 


Declared on H. C. STUESSY 
April 22, 1949 Secretary 














INTERNATIONAL 
HARVESTER 
COMPANY 


The Directors of International Harvester 
Company have declared quarterly divi- 
dend No.123 of one dollar and seventy-five 
cents ($1.75) per share on the preferred 
stock payable June 1,1949, to stockholders 
of record at the close of business on May 


5, 1949. 
GERARD J. EGER, Secretary 








COLUMBIAN 
CARBON COMPANY 


One-Hundred and Tenth 
Consecutive Quarterly Dividend 
A quarterly dividend of 50 cents per 
share will be paid June 10, 1949 


to stockholders of record May 12, 
1949, at 3 P. M. 





Southern 
Railway 
Company 


DIVIDEND NOTICE 


New York, April 26, 1949. 


A regular quarterly dividend of One Dollor 
($1.00) per share on 1,298,200 shares of 
Common Stock without par value of Southern 
Railway Company, has today been declared 
out of the surplus of net profits of the Company 
for the fiscal year ended December 31, 1948, 
payable on Wednesday, June 15, 1949, to 


aS 


ee 


v 
> 
5 


THE 





GEORGE L. BUBB 
Treasurer 








An interim dividend of sixty cents 
(60¢) per share has been declared 
on the capital stock of The Borden 
Company, payable June 1, 1949, to 
stockholders of record at the close of 
business May 11, 1949. 
E. L. NOETZEL 
Treasurer 


April 26, 1949 














The Colorado Fuel & Iron 


Corporation 


Dividend Notice on Common and 


} Preferred Stock 


At a meeting of the Board of Directors | 


| of The Colorado Fuel & Iron Corporation, 
| held in New York, April 27, 
| cial Dividend on the common stock of the 
Corporation, 


| Share, was declared, payable on May 23, 


| 1949, to stockholders of record at the close | 


|} of business on May 9, 1949. The Board of 
Directors also declared the regular quar- 
terly 
the Corporation, 
share, payable on June 1, 


1949, to stock- 


holders of record at the close of business | 


on May 9, 1949. 


D. C. McGREW, Secretary 





1949, a Spe- | 


in the amount of $1.00 per | 


dividend on the preferred stock of | 
in the amount of 25¢ per | 


Hooker Electrochemical Company 


$4.25 Cumulative Preferred 
Stock Dividend 

The Board of Directors of Hooker 
Electrochemical Company on April 20, 
1949 declared a quarterly dividend of 
$1.0625 per share upon its $4.25 Cumula- 
tive Preferred Stock, payable June 29, 
1949 to stockholders of record as of the 
close of business June 2, 1949. 

Cumulative Second Preferred 

Stock, Series A, Dividend 


The Board of Directors of Hooker 
Electrochemical Company on April 20, 
1949 declared a quarterly dividend of 
$1.125 per share upon its Cumulative 
Second Preferred Stock, Series A, 
($4.50 dividend) payable June 29, 1949 
to stockholders of record as of the close 
of business June 2, 1949. 


Common Stock Dividend 
The Board of Directors of Hooker 
Electrochemical Company on April 20, 
1949 declared a dividend of Thirty Cents 
($.30) per share upon its Common Stock 
($5 Par Value), payable May 27, 1949 
to stockholders of record as of the close 
of business May 3, 1949 
ANSLEY WILCOX 2nd, 
Secretary. 


stockholders of record at the close of business 
Friday, May 13, 1949. 

Checks in payment of this dividend will be 
mailed to all stockholders of record at their 
addresses as they appear on the books of the 
Company unless otherwise instructed in writing. 


J. J. MAHER, Secretary. 




















SOUTHERN 
NATURAL GAS 
COMPANY 
Birmingham, Alabama 





Common Stock Dividend No. 41 


A dividend of 50 cents 
per share has been declared 
on the Common Stock of 
Southern Natural Gas Com- 
pany, payable June 13, 
1949 to stockholders of rec- 
ord at the close of business 
on May 31, 1949. 

H. D. McHENRY, 
Secretary. 
Dated: April 27, oe. 
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(Special to THe FrNancta CHRONICLE) 


SAN FRANCISCO, .CALIF.— 
C. Louis Allen has joined the staff 
of Shuman, Agnew & Co., 155 


| Sansome Street, members of the 
|New York and San Francisco 
| Stock Exchanges. 


DIVIDEND. NOTICES — 





A semi-annual dividend of 
65c per share on the Capital 
Stock, par value $13.50 per 
share, has been declared, 
payable June 30, 1949, to 
stockholders of record May 
31, ; 


THE UNITED GAS IMPROVEMENT CO. 


JOHNS HOPKINS, Treasurer 
April 26, 1949 Philadelphia, Pa. 











TECHNICOLOR, INC. 
The Board of Directors has de- 
clared a dividend of forty cents 
(40¢) a share on the Capital 
Stock of the Company, payable 
May 24, 1949 te stockholders 
of record at the close of busi- 
ness May 6, 1949. 

L. G. CLARK, Treasurer 
April 26, 1949 























UNITED STATES LINES 
COMPANY 


Common 
Stock 
DIVIDEND 


The Board of Directors has authorized 
the payment of a quarterly dividend of 
fifty cents ($.50) per share payable 
June 10, 1949 to holders of Common 
Stock of record May 27, 1949 who on 
that date hold regularly issued Common 
Stock ($1.00 par) of this Company. 

Holdersfof former stock issues of the 
Company entitled to issuance of Common 
Stock ($1.00 par) in exchange for their 
holdings will be paid this dividend when 
exchange is made. 

CHAS. F. BRADLEY, Secretary 


One Broadway, New York 4, N. Y. 








SOUTHERN CALIFORNIA 
EDISON COMPANY 
Cumulative Preferred 


Stock, 4.86% Series 
Dividend No. 6 


Original Preferred Stock 
Dividend No. 160 


Cumulative Preferred 
Stock, 4.32% Series 
Dividend No. 9 


Common Dividend No. 158 


Preference Stock 
4.48% Convertible Series 
Dividend No. 9 


Preference Stock 
4.56% Convertible Series 
Dividend No. 5 
The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

301, cents per share on the 
Cumulative Preferred Stock, 
4.88% Series, payable May 31, 
1949, to stockholders of rec- 
ord May 5, 1949; 

50 cents per share on the 
Original Preferred Stock, pay- 
able June 30, 1949, to stock- 
holders of record June 5,1949; 

27 cents per share on the 
Cumulative Preferred Stock, 
4.32% Series, payable June 
30, 1949, to stockholders of 
record June 5, 1949; 

50 cents per share on the 
Common Stock, payable July 
31, 1949, to stockholders of 
record July 5, 1949; 

28 cents per share on the 
Preference Stock, 4.48% Con- 
vertible Series, and 281 cents 
per share on the Preference 
Stock, 4.56% Convertible 
Series, both payable July 31, 

1949, to stockholders of rec- 
ord July 5, 1949. 


O. V. SHOWERS, 
Secretary ~ 


April 15, 1949 
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Washington... 


Behind -the-Scene Interpretations 
from the Nation’s Capital 








And You 





WASHINGTON, D. C.—Within a few weeks the key members of 
the taxing committees of Congress will have to reach one of the 
toughest decisions of the year, which is whether to get behind legis- 


Pation boosting taxes. 
outlook for the Treasury year be- 
ginning July 1. From preliminary 
hints, that outlook looks like a 
deficit, although Senate Republi- 
cans, aided by some conservative 
Democrats, will probably make 
one last effort for economy. 

Usually it is the House which 
is relatively economical in the 
volume of appropriations, and the | 
Senate which is spendthrifty. | 
However, the House has shown 
Jittle of its customary attitude, so} 
that if appropriations are to be| 
cut it is the Senate which will | 
have to do the job. 

There is little hope that this 
effort in the Senate will achieve 
any noteworthy cconomy. 


At the beginning of the year 
such key tax men as Chairmen | 
George of the Senate Finance | 
committee and Doughton of the 
Ways and Means committee, were 
hopeful that, as usual, the Treas- 
ury was guessing too high about 
prospective expenditures and too 
low about revenues. 

With the passing of the infla- 
tion boom, there is little reliance 
that this wrong guessing will pro- 
vide the fiscal elbow room which 
would make possible the avoid- 
ance of an increase in taxes. 


So with the threat of a 
Treasury deficit for fiscal °50 
staring them in the face, these 
tax leaders face an unhappy 
dilemma. On the one hand they 
want, if at all possible, to take 
action to prevent a deficit from 
developing next year. On the 
other hand, they are keenly 
aware, unlike the Administra- 
tion, that a boost in any taxes 
at this time may bear down 
heavily upon the state of busi- 
ness. 


For the moment the thought 
is that during May these leaders 
will seek all the information 
they can about the business out- 
look. If the outlook seems se- 
cure for the avoidance of a deep 
recession, they will then be 
disposed tentatively to favor a 
moderate rise in taxes. 


If disposed tentatively to favor 
higher taxes, these tax men, it is 
believed, may well decide to post- 
pone legislative action until 1950’s 
Congressional session. If they 
postpone action until next Janu- 
ary, they probably will adjourn 
with the unofficial commitment 
that when they return next winter 
it will be to act promptly on a 
tax bill and business will in effect 
be served with notice that next 
year its tax burdens will be in- 
creased. 


On the other hand, if the tax 
leaders in Congress make up 
their minds that business is 
receding fast enough so that a 
moderate tax increase would 
not even provide for avoiding 
a deficit, they then might be 
expected to chuck the whole 
notion of increasing taxes in 
the immediate future, on the 
premise that if business is so 
bad a deficit is in sight any way 
and it would do no good to 
guarantee a still deeper slump 
in business by adding the bur- 
den of taxes to the economic 
situation. 


The conservative leaders are 
helpless, of course, to effect econ- 
omies in expenditures in view of 
the position of the Administration. 
The Administration has made so 
many commitments to the welfare 
state idea that’ it cannot be ex- 


i} income tax. 





pected to dump some of these 


At the present moment these Congressmen 
have begun to discuss the fiscal¢ 2 ee rare 





overboard for 
soundness. 

If Congress enacts a boost in} 
taxes this year, the tentative ex- | 
pectation is that it will be a} 
“moderate” rise in the corporation | 
It is estimated that | 
for each additional percentage of 


the sake of fiscal 


| corporation income nicked by the 


Treasury at current profit levels, 
the Treasury will get $300 million. 


Some of the Congressmen most 
opposed to Agriculture Secretary 
Brannan’s bold new scheme to| 
subsidize farm income directly | 
instead of indirectly through a 
complicated hocus pocus of loans, 
purchase agreements, soil con- 
servation payments, and so on, | 
privately concede one advantage 
of the plan. 

They note that this scheme 
would avoid “double taxation” 
with respect to perishable crops. 
In the case of potatoes, for in- 
stance, the cost of potatoes to 
consumers is boosted by the 
higher price forced by the gov- 
ernment when it buys and de- 
stroys potatoes. Yet the consum- 
er as a taxpayer also has to fi- 
nance this operation. Under the 
Brannan scheme, the only cost 

would be that of paying the 
potato farmer the aifference be- 
tween market price for his po- 
tatoes and his statutory level of 
income. 
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Little opposition has developed | 
this year to the new World Wheat | 
Agreement, and it looks for the| 
present as though it will be rati- 
fied. 

Last year the principal organ- 
ized opposition came from the} 
grain trade, which disliked the 
commitment that the agreement 
involved. This was an inferential | 
commitment that the United States | 
Government would, during the 
life of the agreement, dominate 
the grain business of the United | 
States. This was inherent in the 
agreement, because it provided 
that the United States should sell 
specified amounts of grain at va- 
rious prices regardless of market 
conditicns. It would also have re- 
quired the government to make 
sure that a supply of grain was 
on hand to sell during any possi- 
ble time of shortage. 


With the big Truman election 
victory, the grain trade does not 
have much influence with the 
Democratic majority, and_ the| 
principal opposition to the Wheat | 
Agreement has collapsed. Also. 
the 1949 version of the Agreement 
is a little easier on private bus- 
iness. 

Under this agreement, the 
United States undertakes to 
supply grain at a loss at current 
market prices. The loss per 
bushel of wheat, if shipments 
were going out currently under 
the agreement, would be around 
40 cents. This loss the Treasury 
would bear, although the tax- 
payer may be no worse off. 
Through price support opera- 
tions or foreign aid, the govern- 
ment would probably take losses 
on the wheat surplus anyway. | 
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The cost of advertising will not | 
be boosted nearly as much as is| 
threatened in the pending postal | 
rate increase bill, in the legisla- | 
tion finally adopted. 

Under the scheme recommended 
by the Postmaster General, the 
cost of mailing second class pub- 


BUSINESS BUZZ 






































“Somehow the directors got wind of his ideas on market 
trends and strangely enough they’re excelient!’’ 


| lications would be increased by 
| an average of 300%. 
| of this cost might be absorbed out 


While some | 


of higher subscription prices for 
magazines, part might be absorbed 
cut of profits, a great deal would | 
have to be passed on to business | 
in the form of higher advertising | 


| costs. 


It was also proposed in the 
bill that third class rates be 
boosted so as to bring in a take 
of $65 million more a year, that 
penny post cards go up to 2 
cents from 1 cent apiece, and 
that parcel post rates be beosted 
by an amount sufficient to bring 
in $46 million more per year. 

Thus the cost of direct mail ad- 
vertising, the cost of mailing mer- | 
chandise, and penny cards for ad- 
vertising and billing, would in-| 
crease the cost of soliciting and | 
doing business. | 

Congress feels that this is 
hardly the time to give business | 
such a kick in the pants, and | 
particularly to raise the cost of 
advertising and soliciting busi- 
ness. The final postal rate in- 
crease will be a great deal less 
than proposed by the Adminis- 
tration. 





There is such a natural alliance 
behind the new military housing | 
bill that the Administration may 
find itself hard put to stop the 
thing. | 

On the one hand the Armed | 
Services want housing badly for | 
military and civilian personnel at | 
military stations remote from 


large cities. On the other hand, 
members of Congress with Army, 
Navy, and Air Force installations 
in their districts would like to 
have that housing constructed. 


Yet is is out of the question 
to try to persuade Congress to 
kick in anywhere from a half 
billion to one and one-half bil- 
lion dollars to the already ex- 
pensive defense budget, to pur- 
chase this housing. Congress 
wouldn’t go for it, and the Ad- 
ministration wouldn’t go for it 
either. The Administration is 
interested through the public 
housing bill, in subsidizing hous- 
ing in big urban centers, where 
it will have a big vote appeal. 
The Administration does not 
care very much to provide hous- 
ing at many, though scattered 
military installations, in Con- 
gressional constituencies where 
its political usefulness is ques- 
tionable. 


So somebody cooked up a “‘nat- 
ural.” It was to shift the burden 
of this housing to the insurance 
fund of the Federal Housing Ad- 
ministration. Accordingly Sen- 
ators Wherry of Nebraska, a Re- 
publican, and Maybank of South 
Carolina and Tydings of Mary- 
land, Democrats, got behind the 
new “military housing bill.” Tyd- 
ings is Chairman of the Senate 
Armed Services Committee and 
Maybank is Chairman of the 
Banking Committee. 

This bill simply amends FHA 
to create military housing in- 
surance of rental properties on 


Federally-leased land at mili- 
tary reservations. A bank or in- 
surance company would make 
the leans for the construction of 
the housing at the military res- 
ervations. Then, if next year or 
five years or any time hence, 
the military reservation was 
closed down, whether by order 
of the White House or an act 
of Congress, the primary lender 
would then turn the rental hous- 
ing project, which promptly 
would be abandoned by its ten- 
ants, over to FHA to pay the 
loss. 


Housing officials don’t like this, 
and have been scratching their 
heads for some way trying to fig- 
ure out how they can deny sub- 


| sidized housing to military and 
| civilian personnel at military in- 
| stallations while at the same time 
favoring heavy subsidies for rental 


housing in big urban centers. 


(This column is intended to re- 
flect the “behind the scene” inter- 
pretation from the nation’s Capital 
and may or may not coincide with 
the “Chronicle’s” own views.) 


Blue Book Shows Less 
Banks—Deposits Rise 


The first 1949 edition of Rand 
McNally Bankers Directory 
The Blue Book—shows that the 
number of banks is decreasing, 
but that deposits, surplus, and 
loans are increasing. 

During the last six months of 
1948, there was a decline of 29 
banks. These were made up of 19 
state banks, 7 national banks and 
3 private banks. In other words, 
the state banks are declining 
faster than the national banks. 
There are still 130 private banks. 
During the entire year of 1948 
there was a decline of 122 banks. 

These figures, however, do not 
mean that there are fewer bank- 
ing offices. The number of branch 
offices, according to The Blue 
Book, has increased, and the total 
number of banking offices was 
greater at the end of the year 
than at the beginning. There were 
19,524 banking offices of all 
types. 

Deposits increased during the 
last six months of the year 
$5,941,900,000. Surplus and un- 
divided profits increased a total 
of $320,268,000. Loans are up 
$3,183,294,000. 

The investment portfolios also 
have changed. The total govern- 
ments held decreased during the 
half-year $1,907,233,000. Other 
bonds and securities increased 
$770,852,000. 
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